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Heijing TONGJI (STATISTICS) in Chinese Wo 1,10 Apr 61, pp 21-29 


[Article by Gai Jiaji [5591 1367 3444): “Household Selection Methods and Other 
Major Characteristics in Survey of Home Life of Staff and Workers in China”) 


[Text) The 3 December 1980 iseves of | UHMIN RIBAO and GUANGHING RIBAO published 
survey date from the State Statistical Bureau on the families of sore than 80,000 
staff and employees in 44 cities, which showed marked increases in an overwhelming 
majority of the families of étaff and families in China with 

total income for etaff and employee families averaging 35.80 yuan. Publication of 
the figures aroused attention in all quarters who wanted « briefing on 

2 OS Se Ge Ge es ae Thie article explains 
of selection. 


(1) How Were the Households Selected for the Survey of 
Workere in China? 


For the surveyed households « sampling method combining 
In China, these are called “d 















total, after which sample unite are selected 
intervals. The epecific sethod of select 


The first etage was selection of 
were differentiated into three categories of Large, sedium, or emall (those with « 
nor-rural population of 
500,000 and 1 million 

emall cities). 
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We compared the average annual wages of staff and employees in these survey cities 
with the average annual wages in all of the cities, finding a difference of only 
~0.9 percent. Of these, the difference in large cities was -0.6 percent, in medium 
size cities -1.2 percent, and in omall cities, -0.9 percent. Therefore, use of 
these survey cities to conduct a survey reflects the standard of living of staff 
and employee families in all cities. 


The second stage was selection of survey households in the selected cities. 


The first step was selection of survey units. First the oumber of staff and 
employees to be selected was decided on the basis of the size of the cities. Next, 
the number of staff and employees to be selected were divided on the basis of 
numbers of staff and employees per system of ownership and national economic sector. 
Then the number of survey people in each survey unit was decided, and the number of 
survey unite to be selected and the selection interval figured out. Finally, all 
unite were arranged from high to low on the basis of the annual average wages of 
staff and employees, and survey units selected at equal intervals. 


For example, a certain city might have 700,000 staff and employees of whom staff 
and employees in units owned by all the people numbered 560,000. Figuring .05 
percent, 2,800 people would be surveyed. Staff and employees in collectively owned 
-unite oumbered 140,000, so 700 people would be surveyed. For numbers of staff and 
employees in each unit to be selected, see Table 2. 























Unite Huaber of Number of 
Staff & people to 
be surveyed 
(10 ,000) (individuals) 
Total throughout the city 70.0 3,300 
A. Ownership by all the people 65.0 2,800 
1. Industry 23.2 1,160 
2. Capital construction 5.0 250 
3. Agriculture, forestry, water, gas 6.4 320 
4. Communications, poste and telegraphs 3.4 170 
5. Commercial Food and Beverage Service 7.1 on 
385 
6. Municipal public utilities 0.6 
7. Selence, culture, education, 
and sanitation 6.7 335 
8. Banking 0.3 EA _ 
9. Government organizations and groups iuo— 
B. Collective Ownership 14.0 700 
1. Industry 9.2 460 
2. Construction Industry 1.2 60 
3. Transportation Industry 1.2 60 
4. Commercial Beverage Service 1.3 65 
5. Culture, Education and Sanitation 0.8 
i. 55 
6. Other .I-— 





After having divided the number of staff and employees to be surveyed on the basis 


of system of ownership and national economic sector, the next step was to 
survey units from within each department. In the case of industrial 
system of ownership by all the people, for example, the number of staf 


to be surveyed was 1,160. Supposing the number of people to be surveyed 


survey unit to be 3, then: 





te ina 


employees 
each 














Number of survey unite — 
to be selected peop eurvey t 


= 1160 people/50 people = 25 (people) 
Selection interval - 






er aurvey te to ec 


= 232,000 people/23 individu ls ay 10,000 people. 


After figuring out the selection interval, all enterprises in the industrial units 
were arranged from high to low on the basis of annual average wages for staff and 
empleovees, and the number of survey units selected at equal intervals. The first 
survey unit was selected from the midpoint on the equal interval, and then one 
survey unit was selected from every other 10,000 individuals until 23 survey unite 
had been selected as shown in the following table. 
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First Plant 792 2,000 2,000 The first survey unit selected 
frou mid-point of the selection 
Second Plant 781 800 2,800 interval was the Thiid Plent. 


In turn, the Fifth Plant and 
Third Plant 748 3,617 6,417 (5,000) the Eight Plant were selected. 


Fourth Plant 726 760 7,177 
Fifth Plant 715 8,013 15,190 (15,000) 
Sixth Plant 660 1,300 16,690 
Seventh Plant 648 5,000 21,690 
Eighth Plant 635 4,000 25,690 (25,000) 
Ninth Plant 620 2,005 27,005 





The second step was selection of households to be surveyed. First the number of 
staff and employees to be surveyed by the survey units were divided in terms of 
various classifications of people, and the number of people in each category to be 
surveyed found. Next to each category of people were listed from high to low on 











of those ataff and employees selected became the survey households (selection 
methods and selection of survey unite being identical). 


(2) What are the main characteristics of China's met'iod of selecting survey 
households? 


First of all, our survey households were selected from among the work unite of 
ataff and employees. In China, an overwhelming majority of the living expenses 

of urben households derives from wage income from units with a system of ownership 
by all the peo»le, and from unite with a collective system of ownership. This 
provided us the conditions to select survey households directly from the work unite 
of staff and employees. This method provided us extremely valuable conditions for 
carrying out a survey of family life of staff and employees. Since the work units 
of surveyed households could help us conduct propaganda work so that the staff and 
employees surveyed would appreciate that even though keeping accounts was a 
nuisance, it made a contribution to the country and to society, they consciously 
kept accounts of their own free will to reflect actual circumstances. 


Secondly, “differential point selection and equal interval sampling" could make 
the samples more representative in large, medium, and small cities, in unite with 
a system of ownership by all the people and with a system of collective ownership, 
in all large adwinistrative zones, in all sectors of the national economy, and in 
the equal distribution of all categories of personnel. 


Third, the samples selected vere fairly numerous, and a system of sampling in 
differ stages was used so that the samples not only were representative of 
overall standards, but were definitely representative for each sector, each 
category of personnel, and for each surveyed city. In this survey, the number of 
staff and employees selected in each surveyed cities was fairly numerous. The 
number of staff and employees surveyed in each city was generally more than .02 
percent of the total number of staff and employees in each city, and in some cases 
as high as .1 percent. 


On the basis of our calculations, the most important indicator in the survey of 
staff and employee home life--the mean square deviation in the average per capita 
monthly Living expenses income of staff and employee homes--was 10.24 yuan in 
Shijiazhuang, 11.36 yuan in Shenyang, and 12.13 yuan in Shanghai. 


When t = 2, the degree of reliability of the survey becomes 95.45 percent. 


When j = + 1 yuan, meaning that the sampling error fluctuates around + | yuan, 
then the sample amount is n = 2 
42 


For Shijiazhuang n = (2 x 10.24)? = 420 (households) 
12 


For Shenyang n = (2 x 11.36)? = 516 (households) 
12 


For Shanghai n = (2 x 12.13)? = 588 (households) 
12 











If the survey required only that the overall level of household per capita monthly 
living expenses income was definitely representative, the sampling figures for 
each city would be 420 households for Shijiazhuang, 516 households for Shenyang, 
and 588 households for Shanghai. In actual fact, 2,355 households were selected 
in Shijiazhuang, 5,954 in Shenyang, and 9,185 in Shanghai. This definitely 
represented the household per capita monthly living expenses income levels for 
each unit, each category of personnel, and each city surveyed. 


Since the number of survey samples selected was fairly numerous, looked at in terms 
of results, the representativeness of the survey was quite good. For the afore- 
stated several cities, the sampling error was fairly emall, e.g. 


Shijiazhuang y+ yD +£0.21 (yuan) 
Sh onyang ye + VT £0.15 (yuan) 
Shanghai pat ¥ CRD. 40.13: (yuan) 


Maximum sampling error = to, when t = 2, 


Shijiazhuang Aw+4x0.U1= 40.82 (yuan) 

Shenyang QO=+2 «0.15= £0.30 (yuan) 
O= £2 x0.13= £0.26) 

Shanghai (yuan) 


In order to verify the representativeness of the survey data, we can compare the 
quantity of individual per capita per month wages for every staff and employee 
surveyed in the survey data with the average monthly wages of staff and employees 
throughout the cities as given in complete statistical data. In check computations 
for Shanghai, Tianjin, Hefei, Changchun, Nanjing, Wuxi, Huangshi, Nanning and 
Lanzhou, the figures were close for both, with the relatively large difference 
being -2 percent and the relatively small difference being + 0.04 percent. 


9432 
CSO: 4006/351 











WATLONAL POLICY AND ISSUES 


ECONOMIC DEVELOPMENT ONLY WITHIN LIMITS OF ECONOMIC CAPABILITIES URGED 
Beijing TONGJI [STATISTICS] in Chinesn No 1,10 Apr 81, pp 18-20 


[Article by Sheng Zhaorong (4141 0340 2834], “Chat About China's National 
Situation and National Power"| 


{Text} During the W years since the founding of the Chinese People's Republic, 
substantial growth has taken place in the output of China's agriculture, virtually 
solving the problems of food and clothing for one-fourth of the world's population 
and maintaining fundamental stability in the livelihood of the people. Industrial 
output has grown, and a fairly complete industrial system has been built. The 
growch of industry and agriculture has strengthened the entire national economy as 
well as cultural and educational endeavors. However, when compared with China's 
superior socialist system, and when compared with the efforts that have been sade 
by the people of the entire country, our - ee should be auch greater, 
and the situation should be better. That they are not is attributable *° *he 
impact of erroneous “leftist” thinking in guiding economic work over . . wriod 
of time, several flip-flops, and particularly the destruction — wing 10 
years of turmoil, which have caused us to walk a tortuous road, have . «*#4 1 lot 
of time, and squandered qreat wealth. The reasons for the erroneous ‘...cast" 
mentality in economic work are complex. Analysis and exploration of conditions 
and reasons for theic occurrence and development in a use of “lessons of the past" 
to act as a “teacher for the future” is « major task confronting economists and 
theoreticians. 


Mistakes in economic work were particularly manifested in high accumulations and 
much capital construction, resulting in inevitable pressure on consumption and on 
production, leading to serious imbalances in national economic proportional 
relationships, and ultimately necessitating retrenchment and readjustment. In a 
January 1957 speech to a conference of provincial, gunicipal, and autonomous 
region CCP Committee secretaries, Comrade Chen Yun noted that “The scale of 
construction @ust conform to the country's financial and waterial strength. How 
well it conforms limite stability or lack of stability in the economy. In « 
country with a population of 600 million such as ours, economic st bility is 
extremely important. The possibility of the scale of construction exceeding 
national financial and material strength rieks, or aay bring about, economic 
chaos. When the two are matched, the economy will be stable." Rereading this 
speech today after 20 years causes a profound appreciation of the correctness of 
Comrade Chen Yun's views. I believe one of the gain reasons our economic work 
geve rise to an erroneous “leftist” aentality was « lack of « clear-headed, 
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Comprehensive, aad Choroughgoing vaderetendiang and analyeie of China's national 
situation and national strength, Ase soon a8 the situation became good, 
braine became feverieh aad impatient for quick success. The scale of construction 
envisioned exceeded nations! strength and capabilities, with the result that hoped 
for speed wae unattainable, 


Just what characterises China's national situation and national strength! Thies 
article will make « preliminary exploration of thie question. 


The fivret charecterietic ie that Chine ie «4 country with « population of almost | 
billion, 600 @illion of whom are « curel population, that is undertaking 
construction, Ghina's agriculture exerts « great drag on the scale of economic 
construction, During the past W years, China's agricultural output hase truly 
shown substantial h. Grain output went from about 300 billion jin to aore 
than 600 billion jin, and cotton rose from 20 willion dan to more than 40 willion 
dan, aeeuring the basic requirements of the broad easees of the people. However, 
it muet —2— thet conditions for agricultural production in China are 
rather ar 


Firet of ail, population ie large relative to land. eaid that in agriculture 
“the land iteelf acte ae an implement of production."* The amount of « 

country's cultivated Land is very auch related to agricultural output. Countries 
of the world with great agricultural output, euch ae the United States and the 
Soviet Union, hawe an averge land area per capite of between 1) and 14 au, and in 
Australia and Canada it is a8 auch a6 1 to 40 au. Even India, with « population 
of 600 willion, hee 2.5 billion au of cultivated land, or an average 4 au per 
capita. China, by contrast, has lees than 1.5 billion au of cultivated land, or 
an average of 1.5 @u per capita. Thie ie to say that cultivated lend, that aajor 
production implement in agriculture, is conspicuously scarce relative to the 
population in China. In order to imerease the amount of cultivated land and 
imerease soil fertility, for the past W years the estate and the broad asses of 
peasants have done « great deal of work in ; 
in improving the soil, and in building water conservancy. as 
qumerous places have mot acted in accordance with ecientific laws, but rather have 
blindly destroyed forests and greesiands or filled in lakes to make fareland, the 
ecological balance hase been destroyed. It ie roughly estimated that desert 
fication has increased on sn sree of sore than 40 sillion au, that regression 
the gracelande has occurred on 4 700 million au ares, and 

5 billion tone of silt flows i 

decreased, and the forest area hae sharply dropped 
cultivated land resources sustained further great 
afflicted by disasters annually reased. 


is 
little product. Among countries of the world with high agricultural output, the 
agricultural labor productivity rate in China is 
United 


a 
Indie, end fer lower then in the -8.8.8., Awetralia and Canada. 


Ties Kapital,” Vol 3, p 879. 











Average grein output Average meat output 











per fare worker per fare worker 

China (1975) 1,935 jin 4% jie 

(1978) 2,071 jin 55 jin 
U.B.A. (1978) 261,600 jie 15,042 jie 
U.8.8.8. (1978) 21,424 in 1,100 ia 
Australia (1975) %,026 jie 12,691 jin 
Canada (1975) 1M, 331 jie 7,1 jie 
India (1975) 1,759 jie % jin 
The speed of growth for China's grain output is only «1 ly gore than the speed 


of population growth, the increase annually averaging only between 10 and 20 
billion jin. 





Third ie the large quantity consumed by agriculture iteelf. Consumption levele 
for China's peasants have risen greatly ae compared with the period before 
Liberation, and the gap between the poor and the rich hase narrowed greatly. 
Nevertheless consumption levels for China's peasants are still very low. In 1979, 
peasant net income per capita averaged only 160.2 yuan, end levels of consumption 
were somewhat lower than thie figure. Inasmuch as China's agricultural population 
is large end output levels low, che totel consumption figure for Ghine's peasants 
is still ju © about equivalent to the set output walue from agriculture. At 
current leveie of production, and on the basis of prices for agricultural 
byproducts before the recent price increases, agricultural output in oumerous 
places ie able only to aseure the lowest consumption for agriculture iteelf and 
simple further production. It cannot prowide for large scale expansion of further 
production, sor can it provide large 2 of surpluses to society as « 
whole. For example, the set amount commodity grain provided the country by 
rural villages amounts to only 14 percent of totel output. The commodity rate for 
cotton is « Little higher, but if the piece goods and clothing returned to rural 
villages ie deducted, peasant consumption of cotton stands at about one-half of 
output. Moreover, exports of cotton cloth and cotton sanufactures, when converted 
to cotton terms, are equivalent to the amount of cotton imported, so imports 
substantially sxpport exports, and gost of the exports do not derive from China's 
agriculture. 








In short, China's agriculture foundation is still rather weak, and the commodity 
rate is very low. Thies foundation aust first prowide the rural population of 800 
million with food and clothing plus « little improvement in life year by year, 
only after which can provisions be made for the country's capital construction. 


The second characteristic is that the capacity of China's industrial output to 
accumulate is mot strong. Moet of the financial and material resources for 
China's construction derive from China's industriel output. More than 70 percent 
of the country's revenues come from the industrial sector. During the past WO 
years, China's industrial output has grown rather rapidly. The oumber of 
enterprises have increased from fewer than 100,000 in the period immediately 
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following Liberation to 350,000 ia 1979, end totel output walue from induetry has 
inmevessed 41.5 times. ita the future, with laprowements in the level of —— 
and with specialised cooperation, plus improvements in organisation, iaduetrial 
output can further tap potential. However, it ie seceseary to resliae ae 3*23 
that several special problems currently exiet in China's industrial nen 

impair economic performance aad the capacity to scowmulate. Changes in ._— 
situation will require @ process. 


One problem is high consumption and low efficiency. Ghine's industrial Labor 
productivity rate is auch lower than that of the economically advanced countries 
of the world. A look at the labor productivity rate for several goods (1979 
figures for China, 1977 figures for other countries) shows the following: 











Steel Crude Coal Orude Oi! Rlectric Power 
(tone per (tone per (tone per (Kilowatt houre 
capita capita) capite per capite 
per year) per year) per year) 
China 4.17 0.97 269 4 
U.B.A. 274 7.7 2,798 295 
u.8.5.8. 113 ee 3,6? iss 
Japan 3” 5.0 eee wo? 
West Germany 1% 4.2 900 15) 
Consumption of eaterials by China's industry is auch than for economically 


advanced countries. For example, the utilisation rate steel by China's 
machinery iadusetries is 67 percent, while it is around 60 percent in advanced 
countries. China's consumption of per ton of steel is 2.28 tone (1979), 
while in Japan it is only 0.68 tons (1978), and after getting rid of all 
uncomperable items, ours is still dowble that of Japan, etc. This shows that 
consumption of intermediary products is great for China's industriel goods, and 
the final goods are few. 


One of the reasons for such high consumption and low efficiency is that for aany 
years there has been no concern for economic accounting in China's industry, and 
no attention to economic results. With the iaplementation of the progres of 
readjustment, restructuring, consolidation, end improvement, there will be gradual 
future improvements. Another reason is China's large population, the sot very 
high level of learning, low technical level, and old and  -r equipment. 
Chine pursues « policy of low wages, wide employment, and unified planning, with 
due consideration for all concerned. In order to heal the ravages of 10 years of 
rampage, and settle the life of the society, for the past couple of years, every 
@anner of means has been employed to place large qumbers of youths awaiting jobs. 
Consequently, use of aanpower for industrial production appears to be somewhat too 
much, and thie quet be reflected in the lewel of the labor productivity rate. 
This situation will aot quickly change in « short period of tiee. China's 
industrial equipment is goetly at the technologicel lewel of the 1940's and 











ll 














1990's, end unless it ie replaced and improwed, it will be very difficult to 
imerease efficiency or lower consumption, For exemple, half of the iadustrial 
boilers in the country should be scrapped or teproved. This cannot be done in a 
short period of time, in estimating China's national strength, aad in considering 
the capacity of iaduetry to acoumulate, full attention aust be given these pointe. 


A second reason ie that China's Light industrial production is very auch 
influenced by agriculture. Accumulaetions from light industry shou euch 
greater than from heavy iadustry. Date for the lest 2 years shows that for every 
100 yuan invested, revenues and profite realised by heavy industry are lees 

18 yuan, while they are around 344 yuan for light industry. The 
higher than the former. Were light industry to increase output, 
would imerease too. Since the Third Plenary Session of the Lith Party Central 
Committee, we have made —2 in read just the proportional relationship 
between light and heavy industry. The ratio of Light industry te total output 
value from industry hee risen to 47 percent, but reliance of China's Light 
industry on agriculture is very great. About 70 percent of the output value of 
light iaduetry ie affected by agricultural raw materials. Moreover, the 
ieduetrial caw materiale Chine's crural villages provide cannot be greatly 
imreased within « short period of time. Consequently, even though Light 
iadusetry's capacity to acouwmulate ie iteel! great, growth of tion is 
restricted by agriculture. In considering the capacity of ‘es industry to 
accumlate, this problem quet be taken iuto account. 


The third reason is imbalance in the proportional relationships within heavy 
industry production. Thies will require great read before economic 
benefite can be increased. Thies imbalance is aani ed in wining industries 
(including energy iaduetries), which lag behind processing industries. During the 
past W years, substantial growth has taken place in our sining industries, but 
when compared with raw materiale industries and manufacturing industries, growth 
has clearly been auch slower. A comparison of 1979 with 1952 shows « 13 fold 
increase in growth of wining industries, « 22 fold growth in rew eaterials 
industries, and « 42 fold growth in eanufecturing industries. This has resulted 
in some plants sot having enough work to do for of energy or eaterials. tt 
has aleo resulted in « severe imbalance in the proportions! relationship betweer 
excavation wining aad strip ining. Thie could aot but affect the capacity of 
heavy industry to accumulate. However, strengthening of sining industries and 
energy industries, and readjustment of the relationship between thee and 
processing industries still requires « certain amount of tise and « certain ssount 
of capital. Thie is aleo « probles thet aust be given attention when considering 
the capacity of China's industry to eccumulate. 










In short, efter W years of strenuous labor, China's industrial production does 
indeed have « foundation of « certain scale, and it is able to accumulate capitel 
for China's economic construction and provide eateriels and equipment. However, 
it is seceseary to aake & proper estimate of thie capacity. Right aow, there are 
qumerous problems in it requiring thet it be give « peiod of readjuseteent. Unless 
we contique to eccumulate and undertake large scale capital construction 
realistically, current industrial production will be insupporteble. 


The third characteristic is the Leck of synchronisation between the structure of 
China's export trede and the structure of industry, with low capacity to generate 
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foreign exchange, whieh, to @ certain extent, restricts use of foreign capital and 
the iatreduetion of new technology, The Geatral Committee's proposal to emash the 
policy of closing the country to international intercourse is entirely correct. 
Developing countries Like China quet introduce advanced technology if they are to 
eateh up with economically advanced countries, and if they lack the capital to do 
eo, they can borrow some foreign capital. Under conditions where self-reliance is 
peremount, the borrowing of some foreign capital without getting the woret of 
matters in order to introduce beneficial technology can quicken our pace @ bit. 
Nevertheless, borrowing of foreign capital ultimately requires repayment of the 
origina! amount plus interest. Consequently, one gust have « clear understanding 
of ability to make repayment. 


The principel source of foreign exchange is foreign exports. Only by exporting 
much can guch be imported. During the past W years, China's export trade hae 
seen very great growth. by 1979 it hed grown sine times what is had been in 

1950. Wevertheless, as of now, China's total export figures are very email, 
amounting to only between 5 and 6 percent of totel aational output value, auch 
lees by fer than that of the United States (11 percent), the Soviet Union (9 to 10 
percent), or India (10 percent). Furthermore, gore than one half of exports 
currently coneiet of primary products euch a6 agricultural byproducts, wineral 
fuels, nonferrous metals, and non-metallic ores, and it aleo happens that these 
are also the items thet are in short supply end are weak links in our own national 
economy. In Ghine with « large populet relative to available land, the ratio 
of agricultural byproducts in exporte is gradually declining year by year. and 
GQhina hes become 4 net importer rather than 4 net exporter of grain and vegetable 
oile. The riee in export figures in the past several years has resulted 
principally from petroleum, but because of Limited capitel, further huge growth 
will not be possible in the short run. Therefore, in order to exports, it 
ie necessary to change the etructure of exports, depending primarily on Light 
industry products, handicrafts, and heavy industry and chemical industry goods, 
and such processing industry exports. Secause of « rise in the consumption levels 
of industrial workers and peasants, growth in light industry output aust firet 
satiefy the needs of farflung domestic aarkets. Handicarfts can make the most of 
China's advantage of having « large workforce, but there is «4 limit, after all, to 
the amount. For machinery, power equipment and chemical products to enter the 
iaternational marketplace, great efforts will be required to lower costes and raise 
quality. Predictably, chenges in the etructure of foreign exports will be « 
gradual process, and no sudden growth in export figures may be expected in « short 
period of time. 


Conversely, for the goment there can be no reduction in the ratio of consumption 
goods such a6 grain, edible oil, and suger imports, or in raw materiale for the 
textile industry, which uses imports to aurture exports. Thies geans that from the 
foreign exchange earnings China derives, « substantial amount aust be devoted to 
the importation of seeded consumer goods, craw materiale for light industry, and 
the geans of production for agriculture. The remaining foreign exchange plus 
income from overseas Chinese remittances, aet foreign exchange earnings from 
touries, and other set foreign exchange earnings from invisibles are available for 
China's use in repayment of loans, for paying interest, and for paying for 
imported materials for heavy industry, aachinery and equipment, and advanced 
technology. In our importation of new technology end borrowing foreign capitel, 
we @ust conscientiously and clearly take this into account. 
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advanced base. However, we aust keep in 
population relative to available lead, with 
levels of output, and high consumption. In 
only somewhat more than 340 yuan per capite, 
average annual per capite increase in mational income wae less 
signifies that apart from the increased 
increase in the population and the need for «1 
Livelihood of the people, the financial and eaterial resources 
accumulate for use in widening further production are limited. 
are working out the proportional relationships agriculture, light iaduetry 
and heavy industry, end the proportional relat between ion and 
accumlation, we @ust act in accordance with our capabilities, proceed in an 
orderly way step by , and while eeking sure thet the national situation and 
national strength are fiscally balanced, credit balenced and eaterially belenced, 
firet arrange for provide for livelihood and only then provide for cap 
construction. Eepecially needed is diligent concern for economic benefits. This 
way of doing things seem « little slow, but acutally by keeping one's feet on 
solid ground, and putt one foot down after another, results can be better and 
the forward pace can be er. Our economic construction endeavors will 
certainly develop healthily, and our magnificent goal of the four sodernisation 
will certainly be realised. 








9432 
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‘J TNGJT GUANLI' ON PRODUCTION OF CONSUMER GooDs 
HK04064) Beijing JINGJI GUANLI in Chinese Wo 5, 15 May 81 pp 8-10 


[Article by Ku Yunbei [1776 6663 0554] of the Minietry of Light Industry: “Try tn 
Every Possible Way to Increase the Production of Consumer Goods" | 


[Text] The aie of socialist production ts to continuously geet the material and 
cultural needs of the broad gasses of the people. tn line with the policy of 
economic readjustment, the readjustment of light industry suet be based on the 
exietiug enterprises and on making use of the exieting equipment, using compara- 
tively emall funds to increase the production of consumer goods in « shorter time 
by developing new outlets suited to local conditions. 


Serving the people and holding ourselves responsible to the people is absolutely 
not an empty slogan but the guiding ideology for light industry and the p. inciple 


that must be followed in developing production. There are scores of traces and 
professions in light indus 
of the people; we sust 







size or color is an 
ourselves responsible to the people. 
Whether the quality of the products 
the product designs, sizes and co 
expression of whether or not we hold ourselves responsib 


> 


The reason why we aust stress some 10 major trades and professions 
big item,” suger, cigarettes, wine, furniture, clothing, leathe 
paper lies in the fact that the aajor industrial items of these 

professions are what the people need gost at present. We should pay attention 

to these 10-odd major products to promote production on the entire light indus 
trial front. Why showld we stress — industrial items? Because, emall as they 
are, they are the necessities of the people. In addition, attention should be 
paid to stressing the production of export goods. In sum, we must conscientiously 
stress the production of goods needed by the people and export goods. 


Capitalist production aims at grabbing profite. What is the motive force in 
developing our production? In ay opinion, the needs of the people are the funda- 
mental motive force for developing light industrial production. In accordance 
with this understanding, we can bring order from chaos and mentally clarify the 
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iseves of right and wrong, further clear away the “leftiet” pernicious influence 
= Sous the light tadustrial development with the needs of the broad masses 
° people, 


At present, the situation in light industry ie fine. Since we have raised our 
understanding and obtained unity in thinking, we should try heart and soul in a4 
great variety of ways to increase the production of consumer goods and effect an 
upewing in light industry. The detaile are ae follows: 


Firet, there should be «4 greater breakthrough in production. 


The leading comrades of the State Council have directly focused on the production 
of consumer goode and the production of goods with renowned brand names, and the 
work of the three big cities. This will net only help accelerate « new breakthrough 
in the production of the “three big items” but aleo will give « push to other 
trades and professions. Recently, the Shanghai qunicipal party committee decided 
to switch heavy industrial factories which were operating below capacity to pro- 
ducing bicycles, and worked out plans to enlarge the production of bicycles, sewing 
machines and wrist watches. The Tianjin @unicipal party committee has decided to 
ewitch 17 factories from heavy industry to the production of the "3 big item." 
This year the output of bicycles, sewing machines and wriet watches will be higher 
than last year. While focusing on making « breakthrough in the production of the 
"3 big items," we should further concentrate on 16 items of goods including paper, 
beer, essence and perfume. Shanghai and Tianjin are urged to p more 

grade bicycles and expand exports for the international market. 
municipal party committee has adopted effective measures to 
of beer and to solve the problem of “it's hard 

great breakthrough is expected this year in the production 










have made overall arrangements, thus promoting the advance o 
trial production. Various provinces and localities should 

on the brand-name products of their own key industrial cities 
arrangements for the production of light iodustry as a whole. 


Clothing is 4 labor-intensive trade, needing little funds. In addition, there is 
an abundance of clothes-making materials in our country. If the plans and arrange- 
mente are implemented, quick returns ere bound to result. It is necessary to 
popularize the method adopted by Shandong and other provinces, in which the produc- 
tion of clothing is brought (eto line with the state plan, the clothes-making 
materials are provided direct!y by textile mille and printing and dyeing mills, 
and the products are linked with the clothing factories and commercial retail 
departments. There are 12 provinces which have already practiced this method. 

It is necessary to carry on this work as a reform. The needed clothes-making 
materials within the quotas of the province should be provided by the provinces 
concerned and those within the quotas allocated from other provinces should be 
coordinated, organized and supplied by the indvstrial and commercial departments 
concerned. Marketing ready-made clothes oneself is permissible. On the one hand, 
people are encouraged to buy more ready-made clothes and less cloth, practice 
direct supply of clothes-making materials and enthusiastically solve the problem 
of “it's hard to buy clothes.” And on the other hand, it is necessary to set up 
more sales departments and marketing nets and points, unfold the retail practice 
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of odd-job processing with self-supplied materials, overcome the mentality of 

fearing difficulties, improve business management and effectively solve the problem 
of “it's hard to make clothes.” Thies year remarkable improvements should be 
attained and the foundation laid for thoroughly solving the problem of “it's hard 
to buy and make clothes” within 2 or 3 years, At the same time, people are encour- 
aged to export more dresses and less cloth and energetically expand the export of 
clothing products, thus creating more foreign currency earnings. 


Purniture trade. The State Council will increase the allocation of wood to be used 
epecially by the furniture trade. The Minietry of Light Industry will take a firm 
hold of thie newly-added allocation of wood and distribute it in good time to 
various localities. In the meantime, it is hoped that localities where conditions 
permit will actively expand the production of steel and wood furniture and try 

hard to notably improve first of all the supply of furniture for young people who 
are going to get married thie year or next. 


There are bright prospects for the food industry. Beijing, Tianjin and Shanghai 
should focus on the development of the food industry, while the various provinces 
and localities should vigorously develop this industry in line with the principle 
of adapting measures to local conditions. 


Cigarette trade. The State Council has decided to increase the purchasing price 
for tobacco leaves. The acreage under tobacco has expanded and a favorable turn 
in the purchasing of tobacco leaves is expected in the later half of this year. 
At the same time, we are going to exercise centralized unified management of pro- 
duction, supply and marketing in the cigarette industry. Beginning thie year, we 
should etrive to gradually improve the production and supply of tobacco leaves and 
cigarettes and change the situation in which there have been difficulties in the 
materials of cigarette and medium and high-grade cigarettes are scarce. During 
the period of economic readjustment, we should adopt effective measures to close 
and suspend emall cigarette factories which cause serious waste due to their 
unplanned development and competition with the big factories for materials. 


The papermaking industry should try hard to improve quality, increase the variety 
of product design, size and color and do a good job of the building of raw material 
bases. 


At present, the output of salt industry slightly exceeds sales. In future, main 
efforts should be devoted to doing a good job of transport, upgrading quality, 
increasing variety, saving energy, developing the salt chemical industry in a 
planned way and striving for more salt products to be exported. 


The domestic electric appliance industry should energetically develop first-rate, 
attractive and reasonably priced goods such as washers, electric fans and irons, 
according to the demands of the domestic and international markets, first of all 
suiting the present consumption level of our people. 


Efforts should be made in increasing the variety, sizes and colors of daily hard- 
ware and improving its quality, and particular attention should be paid to the 
hardware products needed in the countryside. The coastal areas should try hard 
to produce medium and high-grade goods and strive to export more goods. 


17 

















The plastic goods industry should develop more marketable plastic goods, and make 
atrenuous efforte to promote the development of plastic packing materials and 
building materiale so as to meet the needs of agriculture, animal husbandry, 
fishery and sideline occupation, and the needs of producing complete sete of 
industrial equipment and urban construction. 


Arte and crafte ie a typical labor-intensive trade. It is imperative to isplement 
the policy of making the daily necessities handicraft articles practical, vigorously 
improve the variety, size and color, upgrade the product quality and raise the 
quality of packing and packaging to expand exports. Tourist articles should be 
developed to a new height. In light industrial machinery, we should exert great 
efforts to replace the equipment of light industry and render service to the 
latter's technical innovation. 


Second, with quality and variety as the core, raise enterprise sanagement to 4 new 
height. 


With the improvement of the living standard of the broad aasses of the people, there 
are higher demands for consumer goods; meanwhile, with all trades and professions 
doing their best to support light industry, there will surely be ovdovidity and 
quality. With the changes in the international market, higher demands are posed 

on light industrial goods. Therefore, there should be a breakthrough both in 
quality and variety of light industrial goods. It is necessary to spread the new 
techniques and new technology suited to our needs and try our best to advance new 
products so as to renew and upgrade the quality of light industrial products and 
make contributions to better satisfying the demands of the domestic and inter- 
national markets. 


To improve product quality, we should put the stress on raw materials as the 
starting point and then solve a series of problems. Judging from the present 
situation, the main efforts should be made in strengthening enterprise management. 
There is much work to be done in this respect. For instance, it is very important 
to work out various rules and regulations, reinforce basic work, overall business 
accounting and overall quality control, and the work of training the workers and 
staff and scientific and technical personnel. I hold that what we gust stress is 
fully understanding the characteristics of enterprises. Enterprises are economic 
organizations engaged in production operational activities. Systems of responsi- 
bility for production and techniques, overall business accounting and overall 
quality control and the work of training the workers and staff and scientific and 
technical personnel are important to an enterprise. We gust integrate the quality 
of enterprise management and product quality with the vital interests and responsi- 
bility of every worker and staff member. It is necessary to give full scope to 
the role of the workers and staff as masters of the country in creating brand-name 
products and improving quality. 


It is imperative for light industry to further rectify and build the leading groups, 
strengthen political and ideological work, and by taking the improvement of eco- 
nomic effect as the key, rectify and improve the business management in an all- 
round way, effectively upgrade technical skills, increase variety, size and color, 
reduce input consumption and production costs, increase profits and raise enter- 


prise management to a new height. 
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Third, there should be a new breakthrough in supply and marketing. 


To effect an upswing in light industry, on the one hand, it ise necessary to do a 
good job of the supply of raw materiale and on the other, it is necessary to 
strengthen cooperation with the commercial departments and do a good job of mar- 
keting the products. 


There are many ways to solve the problem of materials. For insatance, in the situa- 
tion in which all Crades and professions support the production of consumer goods, 
we should on our own initiative ask the departments concerned such as metallurgical 
industry, chemical industry and building materials industry to produce more raw 
materiale suited to the needs of the production of light industry, and various 
localities are allowed to import some raw materials needed by light industry with 
the retained portion of foreign exchange funds. This method can increase not 

only the production of light industry but also local financial revenue. The light 
industrial departments should vigorously take the initiative to consult and ask 
the foreign trade departments to export fewer raw materials and more finished 
products. The supply and marketing departments at various levele under light 
industry and ite affiliated organizations should do a good job of stocktaking in 
warehouses and of readjusting surplus and deficiency, try in every possible way 

to open up sources of materials, and do their best to promote scrap collection and 
recycling and comprehensive utilization. It is necessary to supply raw materials 
according to priority. Judging from the angle of the whole country, priority of 
raw materials should be given first of all to Shanghai, Tianjin and Beijing. 
Various provinces and localities gust have their own key cities and key enterprises 
to which priority of raw materials should be given. To fundamentally solve the 
problem of materials for light industry, it is imperative to do a good job of the 
construction of raw material bases. There exist problems of building raw material 
bases for many products such as cigarettes, wine, sugar, canned food, furniture, 
leather and fur, and handicraft articles. This is a problem to be handled as the 
key during the whole period of economic readjustment. The existing bases should 
be consolidated, while new ones should be built and expanded. The raw material 
bases should be combined with the traditional supply channels. In future, in 
solving the problem of raw materials, the enterprises should link up directly with 
the raw material bases, and this should be fixed step by step. This is demanded 
by economic laws themselves. To practically solve the concrete problems of raw 
material bases and ensure the economic interests of the raw material-producing 
areas and bases, we should enhance their enthusiasm, and further push forward the 
construction of raw materials bases by adopting economic means such as the principle 
of sharing the profits, the practice of marketing the products back to the producing 
areas and bases, and the institution of long-term contracts. 


The situation of product marketing is also a crucial problem in whether or not there 
can be an upewing in this year's production. The light inuustrial departments 
should closely cooperate with the commercial departments to do a good job of mar- 
keting light industrial products. Those which should be marketed by commerce 
departments should be in principle handed to them for sales. If commerce does not 
market them, industry should market them itself by every possible means. Since 
1979, the serious dislocation between production and marketing nas been improved 
considerably, since the practice of unified purchase and marketing by commerce has 
been changed to a combination of planned and selected purchases by commerce and 
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self~-marketing by industry. Over the past 2 years, practice has shown that marketing 
some products by industry ia beneficial to activating production and the market. 

In future, more self~-marketing by the production enterprises by varied and flexible 
ways and means is expected, While strengthening the links between industry and 
commerce, we should effectively strengthen the work of self-marketing by industry. 
It is impossible for a big country like ours with a population of nearly 1 billion 
people to rely on one department to monopolize marketing. 


This year the foreign trade departments reduced the procurement quotas in some 
localities. In this we should strengthen the links with the foreign trade depart- 
ments and meet their procurement needs as much as possible. We ourselves should 
try our best to organize and export those items the foreign trade departments fail 
to or do not purchase. We can also exercise the practice of “using imports to 
promote exports" by unfolding business activities in processing with supplied 
materials or samples, assembling with supplied parte and engaging in medium and 
amall-scale compensation trades. Various localities should strengthen the joint | 
industry-trading undertakings on a trial basis and pay attention to summing up 
their experiences. 


Fourth, some issues of policy: 


1. On the problem of changing from the state assuming responsibility for profit- 
ability in collective enterprises to each unit taking responsibility for ite own 
profits and losses. After 1958, a considerable number of enterprises changed to 
the practice of having the state assume responsibility for their profitability. 
This helped promote the mentality of “eating from the same big pot" and the “iron 
rice bowl.” In the past 2 years, some localities have changed back from this 
practice to taking responsibility for their own profits and losses and have linked 
the quality of enterprise management with the interests of the workers and staff, 
thus propelling the advance of production. Geuerally speaking, it is better for 
collective enterprises to take responsibility for their own profits and losses than 
to have the state assume responsibility for their profitability. Those which 
changed to having the state assume responsibility for their profitability must 
change back to their former status step by step in a planned way. As regards 
enterprises which run at a loss due to the state policy or produce the goods that 
are needed by the masses but yield little profits, different views should be taken 
according to different cases. These problems should be solved in light of the 
policies in a planned way. 


2. On the problem of the administration of product grouping. A considerable 

number of enterprises under the second bureau of light industry and its affiliated 
organizations produce goods outside their own departments and affiliated organiza- 
tions. The products of these enterprises should be turned over to the corresponding 
departments and their affiliated organizations for their disposal, but their affilia- 
tion should not be altered. The practice in the past few years proves that arbitrary 
changes in affiliation of these enterprises dampens the enthusiasm of the masses and 
is harmful to the development of production. It is advisable to adopt the way of 
forming economic joint undertakings with fixed cooperation and unified arrangements 
for planning development. We should earnestly sum up the experience in this regard. 
The county second bureau of light industry and the bureaus of handicrafts should not 
be abolished; thus leadership over the handicreft industry will be strengthened. 


























3. On the problem of the indiscriminate requisition of the assets of collective 
enterprises. The collective enterprises in emall towns and cities come under the 
category of publicly-owned economy and are socialist in nature, The ownership 

of the wealth and property of the enterprises isa protected by state laws and brooke 
no violation. However, in the past years, in disregard of the repeated injunctions 
of the party central committee and State Council, by finding various pretexte and 
inventing all sorte of means, some localities and departments indiscriminately 
requisitioned and diverted the assets and labor power of the collective enterprises, 
causing serious consequences. This must be resolutely checked. In future, the 
light industrial departments and enterprises have the right to reject this sort of 
thing and to appeal, and the assets which have been discriminately requisitioned 
must be returned, or else compensation must be paid for them. 


4. On the problem of prices and taxes. The raised prices for agricultural and 
sideline products and some industrial raw materials have a great impact on the 
production costes of Light industry. A readjustment in price of light industrial 
products te badly needed. At present, on the one hand, we should do our utmost 
to reduce input consumption, improve business management and economic effect, and 
on the other hand, we should actively make preparations for readjusting prices, 
and try hard to solve the problem at an appropriate time. The rate of industrial 
and commercial tax levied on the Light industrial products and the income tax of 
the collective enterprises is a little high, which demands readjustment, but, 
since there are difficulties in the state finance, an immediate great readjustment 
is impossible. Investigation and study are required to create conditions for 
readjusting the tax rate. 


5. On the problem of tertiary industry. Recently the leading comrades of the 
State Council pointed out that developing tertiary industry can make things con- 
venient for the people and make the economy livelier, and also represents the 

main solution to the employment problem. The handicraft industry has many fine 
traditions with many good aspects in business ways and means. For instance, while 
manufacturing, it did repair and renovation; while producing goods in large numbers, 
it did processing with supplied material; some units even had their shops in front 
of their own factories with flexible operation, thus making things convenient for 
the people. However, these good things were more or less thrown out of the window, 
causing the greatest inconvenience to the people's daily life. From now on, they 
must be revived step by step. With regard to the organizational forms of the 
supply and marketing production cooperatives, we should sum up the experiences 

and develop them in a planned way. 


6. On the problem of putting stress on the countryside and serving the peasants. 
Nowedays, in some light industrial departments there is a tendency for enterprises 
which are located in the countryside to keep their eyes on the cities while those 
in the cities show great reluctance to do processing and repair and renovation. 

In this way, they have become divorced from the masses. There are 800 million 
peasants in the country. We must pay attention to the needs of the rural markets, 
keep our eyes on the countryside, and serve the peasants. We must not separate 
ourselves from the rural front, and must attach attention to the production of 
goods needed by the peasants. 
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Developing agricultural production relies on policies and science. Doing a good 
job of light industry must aleo rely on policies and science and technology. 

With the correct policies, we can eliminate “leftiet" pernicious influence and 
ensure a steady advance of light industry. With the correct policies, we can 
apark the enthusiasm of the broad masses of the workers and ataff and acientific 
and technical personnel, open up new opportunities suited to local conditions and 
speed up an upswing in light tnadustry. 


To speed up the upswing in light industry, it is imperative to mobilize the broad 
masses of the workers and etaff of the light industrial front. Leading comrades 
at various levels should try their best to improve the work etyle, overcome 
bureaucracy, correct unhealthy tendencies, grasp their work firmly, and be con- 
acientious in their work and practical and efficient in handling affairs. We 
should conduct education in the situation among the workers and staff, and do 
painstaking ideological and political work with a definite object in view, thus 
giving full scope to the enthusiasm, initiative and creativity of the workers and 
staff. This is a fundamental guarantee for fulfilling the taske. It is necessary 
to care for the livelihood of the workers and staff, gradually improve their 
working and living conditions, and do a good job in production safety and labor 
protection. 


CS0: 4006/392 
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‘JINGIT YARJIU' ISSUES CORRECTION 


[Editorial Report) Beijing JINGJI YARJTU [ROCONOMIC RESEARCH) in Chinese Wo 6 of 
Ry ty Andy teh ye gh Lo oD... 


YARITU Ho 2 of 20 February 7, @ OGPenelation of Which wae published in 
Was 78044 of 11 May 1901, Bo 138 this serigs, pages 27-33, under the title 
"Ku Dixnia'se Opening Speech at Boonomic Foru:.” 


to JINGJIT YARITU He 6, the following changes should be made in the fourth 


Lines fifteen and sixteen should read “be increased to 33.9 percent in 1958 and,” 
changing % percent to 33.9 percent. 


C80: 4006/2867 
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RCONOMIC PLANNING 


— — 


BELJING'S ECONOMIC PLAN, BUDGET FOR 1980, 1961 DISCUSSED 
Beijing BEIJING RIBAO in Chinese 1 May 61 p 2 








[Report by Su Zhan (5685 1455), deputy mayor of Beijing: on the Final 
Accounting and Implementation of the National Beonomic Plan for 1980 and the Proposed 
Budget and National Economic Plan for 1981 for the Fifth Meeting 
of the Seventh Session of the Beijing People's 1961") 





[Text) Representatives: 
1 have been charged by the municipal people's 
account ing 





In 1980 the people of the city continued to carry owt thoroughly | 
and policies of the Third Plenary Session of the Lith Party Central Committee. There 
were new advances in all areas and the implementation of the national economic plan 


and budget was very good. 
A. The Economic Situation Was Good as Manifested by the Following: 


i Industry continued to grow during readjustaent end refore. The plans called for 
an increase of 6 percent in the city’s industrial production, but the actual growth 
wae 9.7 percent, of which light industry grew by 19.3 percent and heavy industry by 

pe t. The Light industry proportion of the city's industry increased from 
last year's 36.3 percent to 39.5 percent. For the goet part the product quality 
was improved. In comparison with firms nationwide, 137 of the products were in the 
firet rank and 23 of the products received national gold or silver medals. 





Communications and geologica! work surpassed the plan, and posts 
also made good achievements. 


and 
2. In @ year of bad weather, there were good harvests in agriculture. Suburban 
rural areas continued to implement the party's economic policies, promoted various 
forms of production responsibility based mainly on “specialist contracts and linking 
rewards to production,” and mobilized the initiative of cadres and commune sembers. 
Under conditions of severe frost and drought, a good harvest was achieved in 1980. 
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ai 
the previous year, of which residential 
or an imerease of 3) percent. This year recorded the greatest number of engineering 
projects for qunicipal government and public facilities turned over for use since 
the country wae founded. Telecommunications construction aleo expanded very rapidly. 
At the same time, 4 number of scientific, cultural and educational, public health, 
comercial, touriet and hotel and external affairs projects were completed. fviron- 
mental control and urban greening aleo made new progress. 





and rural retail sales increased 15.3 percent. The supply of food grain, pork, 
poultry was ample, while the supply of vege\ables was uneven but inclined to be short. 
Under the leadership of state-operated commercial establishments, wi 

tation of economic policies, there was considerable expansion in sales by collectively 
owned commercial and industrial establishments, negotiated purchases and sales, sales 

by urban—rural markets and sales by individual industrial and commercial enterprises. 


5. Foreign trade increased greatly. The amount of foreign exchange earned from 
exports abroad in 1980 overfulfilled the plan by 17 percent, an increase of 42.6 
percent, and when price factors are removed the actual increase was 24 percent, the 


highest level in history. The makeup of exports began to change: the volume of 
heavy industrial goods such as chemicals and machinery more than doubled over the 
and 


previous yeer. 


6. There were new achievements in scientific research, education and culture 

in public health. Leadership forces of scientific research agencies were strengthened 
and working conditions were improved. The revision and evaluation of technician 
titles was basically completed, which further mobilized the initiative of scientific 
research personnel. in 1980, over 800 sets of results from scientific research were 
obtained. Technical exchanges abroad and the spread of science was also strengthened. 
The number of students in institutions of higher education was restored to 83,000 and 
the number of etudents in middle level specialized schools reached 22,000. A new 
beginning was made in reforming middle level educational structures and the quality 
of teaching was improved. Industrial and agricultural after-hours education grew 
rapidly. Public health departments strengthened prevention of disease. There were 
improvements in the quality of medical care and attitude of service. Urban environ- 
mental hygiene improved somewhat. Family planning was effective, with the one-child 
family rate reaching 80 percent in the entire municipality (the rate in the city was 
over 90 percent). Maternity and childcare work was strengthened. 














1. Capital construction allocations emphasized local departeent residential construction, 
municipal and public facilities, developing light and textile industry and building 
commercial and service facilities. In terme of local construction, 1.64 million 

square meters were completed, largely built with capital 

unite themselves; over 92,000 square seters of middle and 
built; 13 new restaurants; 6 new hotele, increasing the 
15,000 square meters of cold storage for vegetables; and 
and taxis were purchased. 


2. Enterprises uncovered renovation capital which was 
conservation, pollution control and for Light industry markets, exports and tourien. 
During the year, 405 completed projects were put into service 

were very clear. 








3. Science and technology expenditures were largely for research on 
nonstaple food production, food processing, medium and high grade textile and Light 
industrial products, new energy sourc’s, and new types of construction materials and 
environmental protection. 


4. Increased allocations of enterprise liquid funds were mainly used to increase 
production of textile and light industry. In 1980 the municipality's industrial and 
communications enterprises carried out a check on property and liquid funds and 
adjusted deficiences and surplus uses, and this played 4 role in speeding up the 
turnaround of funds. 














5. Help with agricultural expenditures, With the support of finances, through the 
efforte of commune wembers, in 1960, 2 emall reservoirs were built, 558 welle were 
drilled, 21 emall hydroelectric stations were built, 148,000 mu of ewampy and alkaline 
land was reclaimed and 365,000 au of land was afforested. 


6. City support expenses were used in residential areas to build sewage poole, to 
increase the number of trash cane and stages, for new and improved public tollete, 
for large and medium-sized roads, sewers, improved building areas and alleyways, 
for renovating residences and bringing in running water. 


7. Expenditures for culture, science and hygiene. In education, in addition to 
maintaining normal expenditures, emphasis was placed on rebuilding 91,000 equare 
meters of dangerous middle and elementary school buildings and supplementing echool 

In , the new and rebuilt municipal etomatological hopeital and 
the Chuiyangliu Hospital received additional equipment and work was carried out on 
rebuilding the +2 Hospital wards. The capacity of hopsitale for outpatient 
care was expanded, the management was improved and the bed use rate increased from 
the previous year's 87.1 percent to 92.1 percent. 


Generally speaking, the resulte of budget implementation were good. As concerns the 
readjustment of the ratio, the fact that income —A— the budget amount and 
expenditures were only slightly over -& yy- a role promoting development of 
production, guaranteed meg Ry yay At, hy —— rural 
standard of living. There were some shortcomings, however 
and expenditures was not co Ge management 
was not sufficiently vigorous. Waste in some enterprises was severe. Too many 
bonuses were issued without regard to the 

istratively, there were many agencies and numerous personnel, efficiency was low 
and excessive expenditures were still too 











: 


A. State Beonomic Plan. 


1. Strictly control the scale of capital construction, return on investment 
and further readjust the ratio between “bones” and “flesh. 


Firmly reducing the scale of capital construction is the main aspect of thie readjustment . 
Construction investment for 1981 in the Beijing area is planned at 2.472 billion yuan, 

and the area of construction projects begun or restarted should be reduced from the 

18 million square meters demanued to 12 million square meters. 


Local investment in construction for 198] is set preliminarily at 983 million yuan, 
a 22-percent reduction from 1980's actual investment of 1.25 billion yuan. 


To do a better job of readjusting the relationship between “bones” and “flesh,” the 
emphasis of this year's local construction is on: municipal government and public 
facilities, housing, comprehensive facilities for commercial and service networks, 
middle and elementary schools and hospitals, urgently needed school buildings for 
universities and specialized colleges and schools, tourist project required by external 














affairs, and some municipal government facilities and other projects suited to the 
needs of the capital. Capital investment for industry will be greatly reduced, The 
relative emphasis on local nonproduction investment will be raised from the previous 
year's 51.5 percent to about 80 percent. 


2. Vigorously expand agricultural production and improve the supply of nonstaple 
foods to the city. 


Grain output is planned for 3.3 billion jin, with a goal of 3.5 billion jin; ofl-bearing 
crops is 460,000 dan, with a goal of 530,000 dan. While raising output per unit, we 
should increase production of beans and food grains other than rice and wheat, adapt 

to development of green manure, improve crop rotation and use land rationally. 


Vigorously expanding nonstaple food production is an important task for suburban 
agriculture, Planned purchases are as follows: live hogs, 1.8 million; fresh eggs, 

50 million jin; milk production, 145 million jin; dried fruit, 300 million jin; and 
fieh, 6 million jin. We should vigorously improve the production and supply of fresh 
vegetables; the amount of commodity vegetables sent to the city is set at 2.1 billion 
jin, and agricultural and commercial sections should coordinate this work very carefully 
and together arrange for variety and seasonal production and conscientiously resolve 
the issue of vegetables for the masses to eat. 


The area for afforestation is 250,000 au, with a target of RA... mu; 15 million trees 
will be planted as part of the “four sides" ry policy should be 
conscientiously implemented, and a good and caref a oe a raising seedlings an 
and forestry management and production the survival rate should be improved and results 
sought so that forestry in the capital will make big advances. 





3. Conscientiously readjust and reorganize industry so as to adapt beijing's industrial 
construction gradually to the special features of the capital. 


The industrial growth rate for the city for 1981 is set at 3 percent, with light 
industry growing at 8 percent. Due to limitations on energy resources and raw 
materials, as well as the problem of markets for some commodities, there is consider- 
able leeway for production quotas. Plans for 199 light and heavy industrial commodities 
(mot including machinery) include increases for 65 commodities, or 33 percent; and 
decreases for 125, or 63 percent. Every means should be sought to save on energy 

and raw materials, to vigorously improve product quality, increase variety and produce 
marketable products, actively open new markets and strive to complete and overfulfill 
the plan. 


Beijing industry should emphasize readjustment in five areas: 1) readjust the 
industry structure to suit the characteristics of the capital and emphasize resolving 
the needs of food, clothing and necessities of the people; 2) readjust product struc- 
ture and production direction; 3) readjust the industrial situation to control the 
three waste pollution; 4) readjust enterprise organizational structure and further 
reorganize industry and implement coalitions in line with the principle of specialized 
coordination and economic rationalization; 5) readjust export product structure. 


Sections should carry out surveys of the actual situation in subordinate enterprises 
and set up priorities and propose readjustments in accord with the directions and 
principles set out in the government work report. Under the unified leadership of 
the municipal government, feasible industry readjustment plans should be formulated 
and implemented. 
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All enterprises should use the opportunity for readjustment to do a good job of 
enterprise rectification, and to carry out political, cultural, technical and after- 
work education of staff and employees. Staff and employees of unite which have been 
shut down or held up in their work by poor organization should improve their organi- 
sation and except for those engaged in public interest labor such as planting trees 

in the “green-up" campaign or road-building, should undergo formal training in a 
planned manner, “Intelligence investment" should be emphasized and efforte should 

be made to raise the political, technical and professional level of cadres and workers, 
eo that the level of management and technology of industrial enterprises shows a 

clear improvement. 


4. Strive to improve supply in capital markets and arrange foreign and domestic 
trade rationally. 


In the past few years, the purchasing power of the society has grown rapidly. It 
increased 20 percent in 1979, 15.3 percent in 1980, and in 1981 it is planned that 

the volume of social commodity retail sales will increase 8.3 percent over 1980 

(and it may even reach more than 10 percent.) At present, for some high medium- 
grade goods, such as pure woollen goods, brand-name bicycles, brand-name watches, 
sewing machines, wardrobes and double beds, the contradiction between supply and 
demand is rather sharp. Industrial sections should further uncover production 
potential and increase production. Commercial sections should do everything possible 
to organize the supply of goods, make an effort to reduce the stock of goods, acceler- 
ate turnover and increase the market supply. Foreign trade section stocks not suited 
to export should be marketed internally as much as possible. 


To do a good job in the important area of capital market supply, under the leadership 
of state-run commerce, collective and individual commerce should be vigorously 
expanded, and agricultural trade markets should be run well so as to gradually 
change the situation in which state-run commerce holds a monopoly. 


In order to resolve the problem of a shortage of commercial and service industry 
outlets, apart from increasing the outlets in the city, agencies and enterprises 
should be mobilized to provide good management of dining halls, bathrooms, laundries, 
to increase the range of services to make things convenient for staff and employees, 
and to reduce pressure on commerce and service industries in society. We should 

fully utilize civil air defense engineering projects to open shops, hotels, and 
dining rooms; as conditions permit, we should further expand the number of vending 
kiosks and carts. In short, commercial and service outlets which require the outlay 
of little or no money but which benefit the masses and expand employment opportunities 
should be vigorously developed. 


The volume of foreign exchange earned from export commodities in 1981 will be 4.2- 
16.6 percent less than the previous year. Industrial, agricultural and foreign 
trade sections should support each other, coordinate closely and strive to complete 
this mission. 


Due to the special conditions of the capital city, there will be considerable expansion 
in tourism. Construction of tourist hotels should be stepped up, efforts should be 
made to increase tourist sites and tourist goods, to improve service work, and to 


improve the quality of service. 
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5. Plan culture and education, hygiene, science and technology and family planning 
work well, 


In education, regarding enrollment plans for 1961 for higher education, the middle 
level apectalized schools, and technical and industrial echoolse will do their utmost 
to complete the mission set by the etate in accordance with the principle of doing 
what one is capable of and doing one's beat. The structural reform of middle level 
education should be conscientiously carried out, ordinary middle school education 
should be reduced and specialized middle school education should be increased, and 
preschool education should be further strengthened. In order to do a good job of 
training staff and employees on the job, a variety of forms should be adopted, such 
as continuing to expand the television universities and operating after-work middle 
specialized and technical schoole, in order to improve their level of culture and 
science and their professional skills. 


In science and technology, scientific research unite subordinate to the city should 
be further rectified and readjusted; in order to conscientiously use science and 
technology, it ie necessary first of all to promote the direction of economic develop- 
ment, and ecience and technology projects should be carefully planned to conform to 
the needs of economic construction, In 1981, 387 scientific research projects are 
planned, of which 41 percent concern agriculture, light industrial markets and 

energy sources. 


In hygiene, the number of hospital beds in 1981 will increase to 29,100 or more, 
which is over 600 more than in the previous year. Treatment and public health units 
at all levels should further implement the policy of taking prevention as the main 
task, strenthen preventive work with regard to communicable diseases, strive to 
improve the quality of treatment, improve the service attitude, and do a better job 


of management. 


Family planning work is of strategic importance; the spirit of the state family 
planning propaganda work conference should be conscientiously implemented and ef forte 
should be made to control the natural population growth rate. Because the number of 
young people who are entering the period of legal marriageable age is increasing, late 
marriage and late childbirth should be further promoted and propaganda work on limiting 
children to one per family should continue to be carried out; this is particularly 
critical in the rural areas. 


B. Draft Budget. 


The state plan calls for revenues to increase 1.8 percent over the previous year. 

Of this amount, enterprise revenues will increase 0.5 percent over the previous year, 
basic depreciation funds handed over to the state will be reduced 8.4 percent over 
the previous year, and industrial and commercial taxes will increase 4.3 percent over 
the previous year. We should certainly adopt all possible measures to increase 
production while economizing, increase income while saving on expenditures, improve 
economic results and work hard to complete the revenue task assigned by the state. 


Expenditures are planned to increase 7.9 percent over the previous year, including 
plans for municipal flexible funds which should be mainly used for building residences, 
commercial and service outlets and making up shortages in administrative, education 
and culture, and public health expenses. 

















©, Continue To De a Good Job of EKeonomic System Reform in Readjustment. 


Since 1979, in accordance with the directives of the party Central Committee and 

the State Council, we have done a great deal of work on reforming the financial and 
economic system. Some of the state-run industrial firme and commercial, service, 
publishing, public and goods and materiale firma in the city have retained some of 
their profite on an experimental basis; 11 industrial firme have participated in a 
pilot project in which “taxes substitute for profite, accounting is independent, and 
the firm is responsible for ite own profit and loss"; estate farma have experimented 
with methods of financial responsibility; industrial and commercial sections, under 
the guidance of the state plan, have acted as market regulators; some ecientific 
research unite have signed economic contracts with firme or rural communes and brigades, 
etc, Practice shows that this reform direction is correct, that the economic results 
are good and that it plays a positive role in stimulating the economy and raising 
economic benefite. 


In the process of this important economic readjustment, reform should follow readjustment, 
reforms beneficial to readjustment should be actively carried out, reforms which were 
effective in an earlier stage whould be continued, the results of reforms should be 
consolidated and expanded, and a emall number of new pilot projects should be carried 
out under guidance and in a systematic way. On the basis of the specific situation 
in Beijing, the following should be emphasized in 1981: 1) Further improve the 
method of retaining some of the profits; strengthen auditing of important enterprise 
economic and technical norms, so as to determine the ratio of profits retained and 
the level of bonuses; strengthen management of the enterprise's use of funds retained 
so as to do a better job of uniting the interests of the enterprise with those of 

the state. 2) Enterprises which have not implemented retention of some of the 
profits should, depending on the situation, implement the enterprise funds system 

or the financial responsibility system so as to mobilize the initiative of the 
enterprise to make more contributions to the state. 3) Pilot projects involving 
“taxes substitute for profits, accounting is independent and the firm is responsible 
for its own profit and loss" should summarize their experience and do a better job o 
of texting the method. 4) District and country financial systems should investigate 
improvements by testing the system of “linking income and expenditures and increasing 
the ratio between them” 5) As concerns investment for capital construction, except 
for a few projects of administrative units, those units which have the ability to 
repay should gradually shift from public finance allocations to the system of bank 
loans. 6) Under the guidance of the plan, there is need for a better job of develop- 
ing market regulation in production and circulation and of conscientious efforts to 
investigate new situations and solve the problems that arise in this area. 7) There 
should be continued organization of various forms of economic alliance, including 
alliances between industrial sections, between industry and commerce, be'ween industry 
and trade, between industry and agriculture, between agriculture and commerce, within 
agriculture itself, alliances between scientific research and design units on the 

one hand and production units on the other, alliances between urban and suburban 
areas, between Beijing and cities in other provinces, and economic alliances between 
China and other countries. There are already pilot projects involving alliances 
between industry and commerce, industry and trade and agriculture, and industry and 
commerce, and these should be improved. 8) On the basis of the needs of economic 
readjustment, under the guidance of the relevant directives and policies of the 
state, certain methods should be developed for the greater expansion of the economies 
of urban collective ownership and individual ownership to make up for shortcomings 

in the state-run economies. 
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D. Carry Out Purther Work To Stabilize Prices. 


After the State Council iseaued the “Notice on strictly controlling prices and 
recitifying negotiated prices" and the “Directive on strengthening market management 
and attacking opportunistic speculation and smuggling" in December 1980 and Jaunuary 
1981, respectively, the municipal government conecientously emphasized thie work and 
formulated the following series of policy regulations and concrete measures: “Notice 
on implementing the State Council's ‘Notice on strictly controlling prices and 
rectifying negotiated prices,'" "Trial provisions concerning pricing principles and 
variety of negotiated purchase and sale of agricultural sideline products," and 
"Trial provisions on strictly managing chaotic and covert price increases." After 
several months of effort, market prices have basically stabilized and order reigns 
in the market again. Persistent efforte should be made to continue to do this work 
well, 


At present, the following should be emphasized: 1) Conecientously expand supervision 
and inspection of prices and attack opportunistic speculation. 2) Thoroughly etreagthen 
price management. 3) Continue to rectify negotiated purchase and sale of agricultural 
sideline products. 4) Rectify trade warehouses and agricultural trade markets. 

5) Conscientiously investigate and resolve new problems appearing after prices are 
controlled, 


E. Correctly Implement a Bonus System, Firmly Stop Reckless Bonuses and Allowances. 


Ill. Strengthen Centralized Unity, Strive To Increase Production While Practicing 
Economy, Increase Income While Economizing on Expenditures, Promote the Steady 
Development of the National Economy 


This readjustment is a sober and healthy readjustment. Under a situation of reduced 
capital construction, we should adopt a positive attitude, conscientiously emphasize 
agricultural and industrial production, and promote the stead development of the 
national economy and a turn for the better in the financial situation. All production 
which is socially necessary and can be carried out, should be. This is a demand 

of readjustment. All fronts without exception--agriculture, industry, communications, 
posts and telegraphs, construction and commerce--should give an important place to 
increasing production while practicing economy and while economizing on expenditures 
and conscientiously emphasize these goals. 


The existing foundation should be fully utilized to promote uncovering potential, 
innovation and reform. In Beijing there are over 7,000 industrial firms (including 
over 5,000 urban neighborhood and rural commune and brigade industrial firms) with 
fixed assets of over 14 billion yuan and over 1.4 million employees. This is a very 
large foundation. Industrial reorganization and alliances of firms should be emphas zed 
and, on the foundation of reorgenization and alliance, technical reform should be 
carried out and productive ability increased. At the same time, enterprise managemen’ 
should be improved so as to uncover latent potential, promote efficiency and improve 
benefits. Production of consumer goods should be placed in an important position 

and efforts should be made to increase marketable goods, market supply and promote 
rationalization of economic structures. A campaign to increase production while 
practicing economy should be launched which focuses on improving quality, increasing 
variety, saving energy, and lowering costs, and the advanced levels should be surpassed 
in terms of the main economic ard technical norms. 

















Saving energy and raw materials should be conscientiously emphasized. tn 1981 the 
supply of goods, materials and energy is tight and unite which use them must pay 
attention to economising and try to increase production by practicing economy, The 
nation demands electricity savings of 3 percent, coal savings of 4 percent and oil 
savings of 5 percent. This mission absolutely must be completed, 


New opportunities must be opened up and new ways found to provide employment for those 
seeking work, This year there are about 260,000 persons looking for work; the third 
estate should be vigorously expanded, young people looking for work should be encouraged 
to pursue careers in collective or individually owned catering, service, repair, 
commerce and handicrafte which are not polluting and do not disturb people, so that 
these trades will develop. To promote thie work, policies should be appropriately 
broadened. 


Centrally unified leadership should be strengthend. This economic readjustment 
affects the situation as a whole and influences all aspects. There are a number of 
capital construction projects which should be discontinued; some firms should be 

shut down and converted; the production mission of some firme is insufficient; the 
administrative expenses of the overwhelming majority of units should be reduced; 
bonuses and various allowances should be rectified; and the supply of fuel and raw 
materials should be reduced. Under these circumstances, it is necessary to strengthen 
leadership, especially in terms of the overall economy; strengthening centralized 
unity and implementing unified command is an important measure for turning around 

the passive situation in the national economy. We should firmly implement the stipu- 
lations of the State Council. The direction, policy and important measures set down 
by the Central Committee should be firmly carried out by all places of work, sections 
and firms. We cannot be of two minds, we cannot feign compliance, and even less can 
we sit on our hands and do nothing. 


The planning section should firmly establish an attitude of performing in accordance 
with capabilities and do a good job of establishing an overall balance. Important 
planning norms should be conscientiously examined by the municipal planning committee 
and relayed after ratification by the municipal government. Comprehensive sections—- 
finance, taxation, banking, labor, prices, goods and materials, statistics--all should 
uphold principles and the system and do a better job of inspection, supervision, 
coordination and service. Districts, counties and departments all should self-con- 
sciously serve the interests of the general situation. Naturally, to emphasize 
centralized unity now does not mean that everything should be centralized and done 

in a rigid fashion, a return to the old road of: the past. At the same time that planning 
direction and administrative intervention are strengthened, district, county and 
grassroots level unit initiative and positive factors should continue to be brought 
into play. 


So that readjustment work goes forward smoothly, it is necessary to have further 
political unity and stability and to vigorously strengthen political and ideological 
work. The positive role and profound significance of readjustment should be actively 
propagandized so that the cadres and masses have a clear understanding of the direction, 
policy and measures of readjustment; so that they have a unified understanding and 

will go all out. On every front, discussion of serving the people and responsibility 
toward the people should be launched broadly and profoundly, and through this 
discussion these tasks in our city should be continually advanced. 
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FINANCE AND BANKING 


CURRENCY WITHDRAWAL NECESSARY TO ECONOMIC READJUSTMENT 
Beijing ZHONGGUO CAIMAO BAO in Chinese 7 May 81 p 1 
[Unsigned Editorial: “Great Efforte To Organize Currency Withdrawal") 


{Text} The strict control of unreasonable amounts of currency in circulation, great 
efforts to organize currency withdrawals, and the realization of balanced credit 
revenues and expenditures are important goale of this year's economic readjustment. 
Beginning thie year, all localities have made great strides in the control of cw'rency 
in circulation and the organization of currency withdrawale, and have achieved very 
2. results. In accordance with the conditions in our nation, generally speaking, 
in the first half of the year, the currency in circulation and that withdrawn offeet 
each other showing a net withdrawal of currency. In the latter half of the year, 
they offeet each other showing a net increase of currency in circulation. The pri- 
mary reason for this is that the currency put into circulation by purchases of farm 
produce and sideline products is concentrated during the latter half of the year. For 
this reason, the more currency withdrawn during the first half of the year, the more 
assured of realization is the plan to control the amount of currency in circulation. 
All localities should grasp the opportunity at the time as they are controlling the 
unreasonable amounts of currency in circulation, to strive to withdraw a little more 
currency from circulation in the firet half of the year in order to adapt to the 
need for currency in circulation during the latter half of the year. 


Efforts to organize a withdrawal of currency from circulation must both control 
unreasonable amounts of currency in circulation and pay attention to enlivening the 
economy. In our country there are two different currency circulations. One is 
unreasonable currency circulation, for which there are no goods and materials to 
guarantee the issue of the currency, such as the indiscriminate expansion of negoti- 
ated purchases of farm produce and sideline products which drives up the negotiated 
prices and recklessly issues rewards, etc. This type of currency issue occurs fre- 
quently and creates relatively great pressure on currency withdrawals. Furthermore, 
it has an unfavorable effect on the entire economy. For this reason, the necessary 
strict controls on this kind of unreasonable currency circulation cannot be slackened. 
The other type of currency circulation is reasonable, an economic issue of currency 
such as the extension of credit to sustain the production of daily consumables or 

to sustain the expansion of grain production and diversification. This type of 
currency issue has products and materials guaranteeing it. It not only can increase 
the material strength of a currency withdrawal but also promotes the entire economic 
readjustment. For this reason, banks in all localities should strive, through their 
capital, to support increased production of high quality daily consumables which have 

















a market and satisfy a need and to support grain production and diversification 
enlivening production, In the first quarter of this year, all localities earnestly 
implemented the Central Committee's guidelines concerning the realization of further 
readjustment of the economy and further political stabilization, and controlled capital 
fairly tightly, which is a normal phenomenon inevitably encountered in the process 

of readjustment. However, this readjustment is not at all similar to the circumstances 
of the 1960's and cannot rely, as was done at that time, solely on a reduction of 
expenditures or solely on tight credit controle to solve the problem. Furthermore, 
following the gradually deeper economic readjustment, the economic conditions of the 
second quarter will still be somewhat more complex than those of the first quarter. 
Thus, on the one hand, the guidelines on currency withdrawal, the reduction of fiscal 
expenditures, and the tightening of credit should be continued; and on the other hand 
it is still necessary to enliven the economy, promote agricultural production, expand 
commercial sales, and increase the material strength of currency withdrawal. Due to 
the fairly large portion of currency already withdrawn during the first quarter, the 
new situation of currency circulating in the current market should be especially 
targeted to an even greater extent. That which should be tightly controlled should 

be resolutely controlled, and efforts should be made to enliven that which requires 
enlivening. Doing this will further the smooth withdrawl of currency, thus guaranteeing 
the economic readjustment. 


Withdrawal of commercial sales constitutes approximately 70 percent of the total 
amount of the entire nation's currency withdrawal and is the key to realizing the 
plan to control currency circulation throughout the year. Commer: ial sectors should 
make great efforts to dredge the commodity circulation canal, redu ing wholesale 
chains, improving fast sales, and alleviating commercial bottlenecks. The attitude 
of poor sales must be overcome; efforts must be made to expand sales, fully tap the 
materials potential, and actively dispose of overstocked products. At present, the 
rural purchasing power is increasing very quickly. Rural currency constitutes more 
than 60 percent of all market currency in circulation. For this reason, careful 
attention must be given to particular to improving the building materials used by 
peasants and the industrial products sent to the countryside, while efforts are made 
to expand rural sales. This is a stable market and one important aspect in the 
withdrawal of currency. 


For the currency withdrawal to be carried out well, efforts must be made to support 
the development of food services, cultural entertainment, travel, and other forms of 
“third industries" and to increase noncommercial currency withdrawal. The development 
of "third industries" can both make the lives of the people more convenient and expand 
employment. It would also be beneficial to the development of production and would 
increase the income of service industries. Last year, the cash income of service 
industries in our nation was over 14 billion yuan. The first quarter of this year 
showed an income of more than 3.8 billion yuan. As can be seen, the potential for 
this sector is very great. At present, the various social service industries of our 
nation absolutely cannot satisfy the needs of the people. If this sector can be 
expanded somewhat, it will greatly increase the noncommerical currency withdrawa!. 
Support for "third industries" requires little capital, there is little waste, the 
turnaround time is fast, and the results are great. Within a short time, a return 
can be made on loans extended. Trade and finance sectors should make even greater 
contributions to support the development of “third industries." 
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The withdrawal of credit ie aleo an aspect of organised currency withdrawal which 
cannot be overlooked, Banke in all localities should give attention to speeding up 
the turnaround time for credit funds, to the prompt receipt of loan payments on time, 
and to efforte to organize all deposite. 


Much work ie still required to guarantee the completion of the currency withdrawal 

in the latter half of the year and to realize the plan to control the amount of currency 
in circulation throughout the year. Beginning this year, although the currency with- 
drawal situation is relatively good, we absolutely cannot drop our guard. The degree 
of difficulty will aleo increase somewhat, particularly with respect to further with- 
drawals based on the withdrawale already madein the firet quarter. However, at 
present there are many conditions which are beneficial to control of circulation and 
the organization of withdrawals. The current economic situation is very good and 

the extent of increase in production of daily consumables has been fairly large. 
Reductions on the basic construction front and various measures strictly controlling 
fiscal expenditures are continuing to be carried out completely. The commercial, 
supply and marketing, and foreign trade sectors are actively adopting measures to 
strive foc expansion of the business of buying and selling and for increasing the 
supply of marketable commodities. All localities and sectors should align their 
thinking with the guidelines and policies of the Central Committee and thoroughly 
carry out the work of controlling the currency in circulation and organizing withdrawals 
throughout the year. In particular, all local banks should, with the leadership of 
all levels of the party and the t, tale the initiative to strengthen rela- 
tions with relevant departments and make efforte in common ‘to do a good job and work 
to the very end. If this is done, the completion of the currency 

firet half of the year and to 
currency in circulation throughout the year is entirely possib 
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STRLCT EXPORCEMENT OF TAX LAWS BMPHASI ZED 


Beijing ZHONGGUO CAIMAO BAO in Chinese 5 May 61 p | 


[Commentary by etaff commentator | 









“Strietly Enforce Tax Lawes, Safeguard State 
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of the tndividual, the enterprise, and the etate, Hveryone should comply with the 
state tax policies and laws, This is particularly true for state-managed and collec~ 
tive enterprises, the payment of whose taxes constitute the vast majority of all 
state tax revenue, The state of their tax payments has a decisive effect on the 


stability of fiseal revenue, For this reason, 
example of complying with the tax lawe 
Couneil has ruled that the receipts of 
payments and that if after repeated urginge the overdue 


Taxation Bureau reaffirms that 
prise and 4 tax bureau organ on 4 tax 
in accordance with the tax laws, and la 
level tax authorities. No excuse can be 
necessary for the enforcement of the 

be resolutely and thoroughly carried 










lax 
out. 
The settlement of tax evasion and overdue taxes concerns every 
Thies is 4 very stringent policy. All levels of 
departments should give strong emphasise to thie matter, 
staking mobilization work, and through various means 
great significance of fully implementing the General Taxation Bureau’ 
Announcement. Each enterprise and unit should, fol 
Public Announcement, earnestly conduct «4 eelf-examinat 
ation and immediately pay overdue or evaded taxes. Furthermore, 
tax data ae the situation dictates and accept inspections by tax bureau organizations. 
All levele of tax bureau organizations should organize the development of self- 
examination at enterprises, implement programs for necessary supplemental guidance, 
and in the context of self-examination develop total inspections. Policies should 

be firmly grasped, matters should be handled strictly according to the regulations, 
and the further establishment and amplification of various control systems aimed at 
current probleme should be undertaken so as to close up the loopholes. In summation, 
painstaking and thorough work must be carried out to implement the Public Announcement 
and obtain results ahead of echedule. 
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METHODS OF CALOULATING CONSTRUCTION COSTS IM CONSTANT TEAMS EXPLAINED 
Beijing TONGJT (STATISTICS) in Chinese Ho 1,10 Ape 61, pp 27-29 


lArticle by Ma Puquaen Acodemy of Finenee and Boomomics: [7456 1381 
125), “Peel Tentative Ideas On Drawing Up Capitel Conetruction Investment 
and Price tadices” 


[Text] Since the founding of the Ch.cese People's Republic, great growth hee 
taken place in China's capital cone! ction totel completed inveecment figures. 
In 1950, they were only 1.13 Billion yuan, but by 1979 they hed resehed 50 billion 
yuan or more than 4) fold increase. Sut historically, tote! completed investment 
SSepene Som Seen Saeeee > Sp haste Seer i” Se See Se Gea Ge 
t prices) for the current year. Inasmuch as prices frequently change, the 
speed of growth calculated in thie way cannot ecourately reflect changes in 
development of the quantity of work completed in capitel conetruction. How to 
eliminate the price change factor ise « aajor problee ewaiting solution in current 
capital construction etetistics. 








Some individuals beliewe that solution to thie problem will aake possible 
formulation of indices for totel inveeteent volume, and the conversion of 
investment figures, thereby making it possible to reflect accurately changes in 
development over the years in the actually completed quantity of capitel 
construction. The computetion formule is: 


a — — 


Ry represents the tot⸗ investment indix 


Qi represents the actual amount of capitel construction completed during the 
reporting period 


Q represents rhe actual amount of capitel construction completed 
P represents fixed (or base period) estimated per unit costs 
“This is « theoretical formila for calculating the index of totel investaent. 


Because capital construction is inherently extremely complex, use of thie formule 
directly to calculate the iadex of totel investment on the basis of comprehensive 
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date by any but individual grassroots cons’ (ction unite is generally very 
difficult, Therefore, economic index systee .heory may be used, and the method of 
drawing up conversion coefficients used t. aake indirect caloulations. These 
conversion factors are the investment price indices put forward in this article. 
They portray estimated per unit price change indices in completed investment 
figures. Use of this index to divide the reporting period's completed investaent 
figures, a8 caleulated at estimated per unit prices, permite conversion to 
22 period completed investment figures, a6 caloulated from eatimated per 
wait prices during the base period. Then, by ieon with base period 
completed investment figures, the index of total investment in capitel 
construction may be derived. Use of the formule is explained as follows: 


Index of totel amount of investment * index of totel investment figure divided by 
index of investment price * 





ve pr 
+ base period totel completed investeent figures. 


Inasmuch a6 the individual constituent elements in investment figures are 
extremely complex, and individual price changes peculiar, investment price indices 
must be individually formulated on the basis of aa individual constituent 
factors (euch a8 construction and installation projects, and purchases of 
equipment) followed by comprehensive formulation of change indices in overall 
investment prices. 


1. Methods of Pormulating Construction and Installation Project Price Indices 


Because of costs of the four categories: eateriale, wages, and other direct and 
indirect costes (plus the addition of large temporary equipment costes and 
legitimate uw profit), budgeting the price of construction and installation costs 
entails comprehensive etudy of changes in estimated prices for construction and 
installation projects in order to comprehensively formulate price indices on the 
bases of the prices of these four categories of expenses. in China's current cost 
structure for estimating construction, and installation project prices, coste of 
materials amount to about 75 percent, wages about 10 percent, other direct costs 
(ineluding costs of using medium and emall sachines, water and electricity costs, 
scaffolding costes, and equipment, materials and machinery transportation costs) 
amount to about 5 percent, and indirect costs (including administration and 
management costs and other indirect costs such as wages and extras for 
administration and aanagement personnel in departments directing const ruction 
work, travel expenses for tewporary duty assignments, transportation subsidies for 
going to and from work, and other indirect expenses such as labor protection 
expenses, technical security expenses, supplemental wages and extras for 
production workers) amount to about 10 percent. Because of the complex structure 
of other direct and indirect costes and their ratio of only 15 percent, and since 
these two categories of costs are simply embodied Labor and living labor 
expenditures, in order to simplify calculation procedures, when we are calculating 
price indices, formulation is ade on the basis of changes in aaterial price 
indices and wage change indices. Other direct and indirect costs aay be 
calculated on the basie of their aake-up. Supposing the price change in the 
embodied labor portion (C) and the price change for materials to be identical, and 
changes in the portion expended for Living labor (V) and changes in wages to be 
identical, these two categories of costs are divided into C and V, and are 














proportionately applied to the cost of materiale and wages and weighted numbers in 
the index. 


For exemple, in 4 typical case, tworthirds of these two categories of costes belong 
to embodied labor expenses (C), so (15% « 2/3 = LOK), and onerthird belonge to 
embodied labor expense (V), so (152 x 1/3 = 5K). Thus, in the estimated price for 
the entire construction aad installation project, 85 percent of costes will be for 
materiale (i.e. 75% + 10K), and 15 percent will be for wages (i.e. LOZ + 5%). 


Generally speaking, changes in the price of materials inciudes both changes in per 
unit prices of materiale as well as changes in the amount of materiale expended 
per project. Thus, it is necessary, firet of all, to formulate an index of per 
-_ poses changes for materials, and an index for changes in per unit expenditure 
of materials. 


Materials price change index * materiale per unit price change index K materiale 
per unit consumption change index. 


Materiale per unit price change index = the sum of reporting period materiale per 
wait price KX reporting period quantity of materials consumed) divided by the eum 
of (reporting period per unit cost of materiale K reporting period quantity of 
materials consumed). 


If individual calculations for materiale consumed on construction and installation 
projects are based on specific varieties and specifications, not only will the 
amount of work be extremely great but aleo unnecessary. We can proceed from 
investigation and study to selection of materials consumed in large quantities for 
which the per unit price change wae substantial (such as steel reinforcement, 
steel windows, lumber, cement, yellow sand, stone, bricks, tiles, glass, Lime, 
electric wires, electric conduits and various other non-ferrous and black metals 
etc) to serve as sample materials to reflect fairly closely the extent of change 
in the per unit prices of materials. If formulations are individually made on 
epecific materials consumed on a project to derive indices of changes in 
individual consumption of raw materials, that would be more complex. The year to 
year change in consumption of raw materiale will not be very great. Therefore, 
formulations can be prepared on the basis of quantity of materials used and the 
amount of work expended per 10,000 yuan of construction. The formulation for 
calculation is as follows: 


Per unit materiale consumption change index = the sum of (quantity of materials 
consumed and quantity of work done per 10,000 yuan of construction and 
imetallation during the reporting period K per unit cost of materials during base 
period) divided by the sum of (quantity of materials consumed and quantity of work 
done per 10,000 yuan of construction and inetallation during the base period K per 
wnit cost of materiale during bese period). 


Effects of the structural components are fairly great on the quantity of materials 
expended and the amount of work done per 10,000 yuan of construction and 
imetallation. In order to make-up for thie drawback, we can formulate change 
indices in per unit consumption of sateriale on the basis of civilian construction 
and industrial construction (industrial construction may be further refined as 
machine industry, chemical industry, setellurgy industry, and light industry). 




















Then on the basis of the proporti of labor used to complete construction, we can 
caleulate the average weighted nuwder to serve a6 the index of change of the per 
unit consumption of all materiale. 


Multiplication of the change index in per unit cost of materiale and the change 
index in the per unit consumption of materiale yields the change index for the 
cost of materials. 


The index of change in wages and the index of — 9 in material coste are similar 
in that they include wage level (i.e. average wage) changes, and they aleo include 
changes in the per unit quantity of work (i.e. the labor productivity rate). Wage 
costs a8 4 part of each project segment's estimated per unit costes is derived from 
multiplying the amount of work used times labor remuneration per unit of time. 

For example, 3 work days will be required to complete « certain segment of « 
project for « certain unit, and the remuneration to labor per work day is 2.50 
yuan; thue Labor costes will be 3 « 2.50 * 7.50 yuan. Looked at from the angle of 
the overall national economy, if any changes occur in wage levels or in the 
composition of labor, changes will take place in average wages. If, for example, 
wages are readjusted (upward) for some workers, average wages will rise. 
Conversely, if « large number of new workers come into the market, inasmuch as 
wages for new workers are relatively low, average wages will decline. The two 
have an effect on the rise and fall of prices for construction and installation 
projects. The per unit quantity of labor used is an inverse indicator of Labor 
productivity rate. Therefore, if the per unit quantity of work can be reduced, 
this means an increase in labor productivity, so « greater quantity of work can be 
done using the same amount of labor. Alternatively, for the completion of the 
same amount of work, less labor need be expended. This results in « reduction in 
actual wages paid, and thus costs on construction and installation projects drop. 


Therefore, to formulate change indices for wages, it is necessary, first of all, 
to formulate average labor index and labor productivity index. 


The average labor index * Average wages for all employees in the construction unit 


during the reporting period (yuan per person) + Average wages for all employees in 
the construction unit during the base period (yuan per person). 


Labor productivity index * Labor productivity rate for all personnel in the 
construction unit during the reporting period (yuan per person) + labor 
productivity rate for all personnel in the construction unit during the base 
period (yuan per person). 


The composite effect of these two indices on all employees of the construction 
unit is substantial, and the productivity rate is affected by the structural 
componente of the project. Consequently the wage change index can only 
approximately reflect the relative degree of wage changes. But inasmuch as 
expenditures for wages amount to only about 15 percent of the cost of construction 
and inetallation projects, the effect cannot be too great. 


When we have the materials price change index and the wage change index, we may 
use a weighted average formula to formulate the price index for construction and 
installation projects, i.e. using these two kinds of indices we can use their 
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proportion of estimated price ae ⸗— weighted number to derive the weighted 
average. The formulation for calculation is as follows; 


Construction and inetallation project price index « 






For example, material and wage change indexes and their weighted aumbers for « 
construction and installation project in « certain area were as follows: 














Cost Item Index Weighted Index x — number 
(%) Nuaber 1) 

Materials 110 a5 9,350 

Wages 120 13 Ss 

Total --- 100 11,150 





Construction and installation project price index « Tio = 111.502 


Thies shows that the price for the construction and installation project during the 
reporting period rose 11.5 percent over the base period. 


2. Means of Pormulating Equipment Price Indices 


Equipment (actually equipment, instruments and devices is meant) are complex in 
types, varieties, and specifications, and there is no need for us to formulate 
equipment price indices on the basis of comprehensive data. 


A current catalogue of the country's machinery and power equipment (products) 
shows 377 kinds of aachinery and power equipment. For each kind there are a few 
score or hundreds of varieties and specifications. Statistical forms of current 
materials also show 48 different kinds of machinery and power equipment used in 
capital construction, which uniformly allocated machinery and power equipment is 
of 23 kinds, and 60 percent of which were sold for cash [rather than bartered) in 
the Shanghai area. There are 14 types of second category aachinery and power 
equipment for which more than 10 percent were sold for cash in the Shanghai area. 
There are ll kinds of other gachinery and power equipment W percent of which were 
sold for cash in the Shanghai area. Thus, we @ust proceed from thoroughgoing 
investigation and study to selection of the major equipment and certain sajor 
implements, and devices (such as rock drills, power hoists, cranes, conveyer 
belts, metal cutting machine tools, forges, industrial boilers, low pressure 
valves, alternating current electric gotors, instruments and gauges, measuring 
devices, cutting tools, transformers, electric power generators, metallurge 
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equipment, and chemical equipment), which are purchased in substantial quantities, 
have « fairly high per unit coset, and enjoy 4 rather quick turnover, We should 
figure out and record quantities purchased and per unit cosete for use in 
formulating sample data for equipment pri ¢ indices, so as to be able to 
approximately reflect changes in their prices, 


The formula for calculating equipment price indices is as follows: 


Equipment price index * the sum of (equipment per unit price during reporting 
period x quantity of equipment purchased during reporting period) divided by per 


unit equipment price during base period «x quantity of equipment purchased during 
reporting period. 


In other kinds of capital construction, there are various expenses to be paid, but 
the ratio is not great. In formulating investment price indices for price 
changes, they need not be taken into consideration, but rather the supposition can 
be made that their changes are the same as the changes in overall investeent price 
changes. 


3. Investment Price Indices and Totel Investment Indices 

Once one has construction and installation project price indices and equipment 
price indices, the ratio between the two aay serve as weighted figures to 
calculate the weighted average price index. 


Suppose the construction and installation project price index in « certain area, 
and the equipment price index and ite weighted figure are as follows: 














Price Index Weighted Index x Weighted Figure 
(%) Figure (%) 
Construction and 111.5 60 6,690 
installation project 
equipment ——ñ— £0 EE 
Total — 100 10,890 





Investment price index = the sum of (separate indices x weighted figure) divided 
by the sum of weighted figures = 10.890% divided by 100 - 108.90%. 


With the investment price index in hand, we can use the aforestated conversion 
formula to calculate the index of total investment. 


Suppose that during the reporting period a certain area has a total completed 
investment figure of 400 million yuan, the total completed investment figure for 
the base period being 360 million yuan, and the investment price index being 108.9 
percent; therefore: 


























Total investment figure index « 


7 ge see meen LLL. Lae 
on yuan 


Total investment index = cotel investment figure index divided by investment price 
index = LLL. 112 divided by 108.9% = 1.0203 = 102.03%. 


1 






period complet ave stment 


The resulcte of the aforestated calculations show that reporting period total 
completed investment figures increased 11.11 percent over the base period. 

Because reporting period investment prices increased 8.9 percent over the base 
period, the actual quantity of work completed on capital construction increased by 
only 2.03 percent during the reporting period as compared with the base period. 


9432 
C80: 4006/3551 
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TRANSPORTATION 


PROBLEMS, PRIORITIES IN HIGHWAY MODERNIZATION OUTLINED 
Beijing GONGLU [HIGHWAYS] in Chinese Wo 11, 25 Now 61 pp 3-6 


[Article by Chen Binglin [7115 3521 7792]: "A Brief Talk on Problems in the 
Modernization of Chinese Highways") 


(Text) In response to the call of Vice Minister Pan Qi (3362 3825) in hie open 
letter, I would like to offer some of ay preliminary views on the sodernization 

of Chinese highways for discussion. As this subject covers such a wide field, 

I can only deal with several sajor problems for drawing out aore valuable opinions. 


I. The Key Problem Lies in the Priority of Highway Construction 


We have seen in all documents, newspapers and reports that priority should be 
given to the development of communications in the four sodernizations. Since 
communications and transportation occupy such an important position in the national 
economy, there seems to be no question about giving priority to their development. 
Yet, such is not the case. For this reason, I would like to say a few words on 
this problem to begin the discussion. 


Highway transportation is by nature an active industry marked by its particular 
flexibility, enabling goods to be shipped either in large or emall quantities 
directly from place to place. It is a means of transportation of great economic 
significance. In advanced countries in the world, highway transportation is much 
more active and heavy than railway transportation. In many countries, on highways 
parallel with railways, goods can be transported by highway more economically than 
by railway for a distance of several hundred kilometers, while in China this dis- 
tance is only several dozen kilometers. The advantage of highways in passenger 
transportation is so obvious as to need no elaboration here. 


China does not have sufficient highways. In the past many years, not many new 
highways which were up to standard were built. What highways were built were of 

a relatively low standard. By the end of 1978, Chinese highway mileage averaged 
only 9.3 kilometers per 100 square kilometers. This compares with the 66 kilo- 
meters per 100 square kilometers of the United States, the 291 kilometers of 

Japan, the 42 kilometers of India, the over 100 kilometers of 12 Buropean countries, 
the over 20 kilometers of the other European countries, and the over 10 kilometers 
of 13 African countries. Of the total highway mileage in China, the mileage of 
first and second class highweys amounted only to 1.5 percent. This compares with 
the 20 percent in the United States, 15 percent in Japan, 24 percent in India, 30 
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to 40 percent in most of the European countries, and over 40 percent in Africa, 
Thies shows just to what extent is the low mileage and standard of Chinese highways. 
It aleo shows that the low mileage and standard of Chinese highways is a weak 
point in the development of communications and transportation in China. Thies 
should arouse our attention, 


With regard to the standard of highway construction, it ia noted that in many 
advanced countries, highway construction and maintenance were totally mechanized 
in as early as the 1940's. They are progressing toward total automation in this 
work with great success, while in China, most of ite provinces and municipalities 
are still relying mainly on manual labor, fulfilling their highway construction 
taske according to the “human-sea" combat tactica. Many provinces in China were 
unable to obtain a highway roller in many years, not to mention other highway 
construction equipment. Even compared to the standard of construction of railways 
= — in China, the mechanized degree of highway construction is 10 years 
ind, 


Highway construction departments in China often are unable to obtain highway con- 
atruction materials, such as asphalt and other supplies which are under centralized 
distribution. The construction of many highways was sometimes suspended on that 
account, causing tremendous waste. Moreover, in many instances what heavy diesel 
oil allocated to the communications departments was liberally distributed to 
shipping unite for use as fuel, with little left for highway construction. Similar 
instances are too many to cite here. 


From the abovementioned instances it can be seen that there are many factors con- 
tributing to the lack of progress in the development of highways in China. The 
most important factor is that the development of highway transportation in China 
is not given any priority. This constitutes a big obstacle in the realization of 
the four modernizations. We should issue a loud hue and cry to arouse the atten- 
tion of all quarters concerned. 


Il. It is Necessary to Establish a Highway Network Through Overall Planning 


Although in the past the construction of a national highway network was planned, 

it was not carried out due to many factors. It is necessary today to draw up a 
new and realistic national highway-network construction plan through the assignment 
of sufficient personnel and a process of investigations and study on first-hand 
data. This will be a component part of the general plan for the development of 
the national economy as a whole. This highway network should be built in the 
following manner: 


1. The construction of state, provincial, and county highways according to admin- 
istrative divisions. The construction of local highways between communes should 
be handled by local authorities according to their own plans. These local high- 
ways should not be considered as a part of the national highway network. 


2. The construction of the national highway network should include the main comm- 
nications and transportation lines serving the interests of agricultural and indus- 
trial production, particularly highways leading to ond from major industrial and 
mining enterprises and state-operated farms. 
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3. In view of the numerous tourist attractions in China, it is anticipated that 
touriem will be greatly developed. It is necessary to build touriet highways 
according to a different standard to serve the interests of touriem, 


4. Highways should also serve the interests of national defense. At present, there 
are still many localities which are without national defense highways. In these 
localities, national defense highways should be built to be linked with other high- 
way lines. 


5. Following the development of the four modernizations, it is necessary to build 
freeways between major cities and between cities and major industrial areas within 
this century. These freeways should become a component part of the national high- 
way network. 


The highways of the above five categories form the foundation of the national high- 
way network. The construction of this highway network should be coordinated with 
the development of railways, waterways, air lines and pipe lines to form a compre- 
hensive transportation system, making it possible to carry ovt transshipment through 
different means of transportation without a hitch. The highways may be built 
according to four, not more, technical standards according to their usage and 
demands. These standards should not be viewed as highways of different adminis- 
trative levels. The construction of freeways should be carried out according to 
another standard different from the aforementioned four standards. It should be 
further studied and set forth accordingly. 





Ill. The Source of Funds for Highway Construction on a Large Scale 


In the past few years, the various provinces and municipalities have raised much 

fund for highway maintenance. While some provinces did not have sufficient funds 

for highway maintenance, others enjoyed some surplus to be used on highway recon- 

struction. This was how many of the provinces managed to improve their highway 

conditions in recent years. The little fund they obtained from the state was 

utterly insufficient to do anything. If this situation continues, it is impossible 

to carry out the modernization of highways, nor the establishment of a highway 

network. There must be new sources of funds for the development of highway con- 
struction. Let us see how other countries have solved this problem and see if | 
we can do the same. 





In the past many years, a large number of countries have depended for the con- 
struction of their freeways not on investments by the state, Lut on bank loans or 
investments from private interests (including corporations). After the completion 
of the freeways, tolls are collected from commuters over a period of several years 
to repay the loan. or investments concerned. The surplus money obtained from the 
tolls go to the investors as profits. Generally speaking, the investors are able 
to recover their investments within 10 years. 


In the capitalist countries, the tolls are collected over a period of from 20 to 
30 years. The rates are high and the collection periods are long. If this method 
is adopted in China, we may reduce the toll rates or shorten the toll-collection 
periods, so that as soon as the loans from the state banks are repaid, the tolls 
would be lifted. This method may apply not only to freeways, but also to new an’ 
rebuilt highways of other classes. 
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IV. Determine the Objective 


The scale, standard and facilities of highways have a lot to do with their objec- 
tive, i.e. to serve what type of motor vehicles. It is a controversial iseue with 
regard to what type of motor vehicles should be the objective of highway moderniza- 
tion in China--sedans or large motor vehicles. From the viewpoint of the economic 
conditions, energy supply and social system in China, the future of sedans ia 
limited, I consider the service for large motor vehicles should be the main objec- 
tive in the d: velopment of highway modernization. It should be pointed out here 
that the objective mentioned here is considered from the angle of construction 
engineering, not from that of such technical standards as loading capacity. 


V. Highway Speed Limit, a Factor Promoting Advancement of Other Factors 


The speed limit is not an isolated single factor. It is a complex factor reflecting 
a string of other technical standards in highway transportation. Just as in railway 
transportation where attention should be paid to punctuality, in highway tranepor- 
tation attention should be paid to the speed limit which may promote the improvement 
of other factors. If a higher speed limit is set, it is necessary to adopt a 
higher geometrical standard for highway line selection, a higher standard in road 
surface structure, better safety measures, and more advanced traffic control system, 
with arrangements to assure good flow of traffic. More important, it should be 
seen that there is an interrelationship between speed limit and highway passage 
capacity. To assure that highway traffic is conducted at high speed, in large 
volume and with good safety, it is necessary to set a standard of speed limit 
according to the objective laws governing all three. From this it can be seen 

that the speed limit is actually a profile of the technical standards of a highway. 


The highway passage capacity is a hard and fast factor of a highway. It bears 
certain relationship with the flow of traffic. A U.S. study shows that on a 4-lane 
freeway, if the speed limit is 80 kilometers an hour and the flow of traffic is 
steady, the highway passage capacity amounts to 3,000 cars an hour (one-way traffic), 
and that if the speed limit is 64 kilometers an hour and the flow of traffic is not 
so steady, the highway passage capacity amounts to 3,600 cars an hour. On the Nako 
Freeway in Japan, the speed of cars of all types averages 50 kilometers an hour, and 
the highway passage capacity amounts to 48,000 cars per day, equaling to 2,400 cars 
an hour (one-way traffic). From this it can be seen that other conditions being 
equal, a high speed limit may result in a relatively low highway passage capacity. 
This is because cars at higher speed must keep greater distance between them. That 
is why we say the speed limit can reflect the degree of modernization of highway 
transportation. 


I would like to suggest that highways of the first class be designed to accommodate 
large motor vehicles traveling at 80 kilometers an hour, that of the second class 
at 65 kilometers an hour, and that of the third class at 50 kilometers an hour. In 
view of the fact that freeways must accommodate a considerable number of sedans 

in the future, they may be designed for cars traveling at 120 kilometers an hour. 
As the speed limit has a direct bearing on the cost of highway construction, it 
should be set with due consideration to the financial ability of the state and the 
actual need. 
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VI. Quantity and Quality 


The main factors reflecting the backwardness of highways in China which need to be 
changed are their poor quantity and quality. We must determine what are the total 
mileage and the classes of highways to be built by the year 2000. This should be 
made not according to subjective wishes, bu: ether on the basis of careful con- 
siderations, studies and investigations, ‘h< following are my preliminary views: 


The IRF Statistic Yearbook reports that there are two trends in high ay development 
in the world: In the developed countries, the construction of new highways is very 
slow, because their countries have been or are almost saturated with highways, and 
they are devoting their main efforts and investments to improving their existing 
highways, such as building or rebuilding freeways. In the developing countries, 
the main efforts are devoted to the construction of new highways rather than 
improving existing highways. In both the developed and developing countries, their 
percentage of high-class highways in terms of their total highway mileage is much 
higher than that of China. This state of affaires is worthy of our study. 


In the light of the present highway situation in China and the need for realizing 
the four modernizations, we should develop both of the aforementioned trends in 
highway construction, not doing one in neglection of the other. It may be sug- 
gested that by the year 2000, we should have built 200,000 kilometers of highways 
of the first and second classes, of which the first class should account for 8 
percent and the second class 12 percent of the total mileage of highways in China. 
To achieve this aim, it is necessary for China to rebuild or build about 10,000 
kilometers of highway a year. This is not an overly ambitious figure. We should 
be able to achieve this goal through great efforts. Starting 1985, we should begin 
to build some freeways. It would not be bad if we could have built 500 kilometers 
of freeways by the year 2000. 


It is urgent that we start to improve the existing substandard highways, raising 
them to established standards. The most crucial task is to provide separate lanes 
for motor vehicles and non-motorized vehicles. Further, the problem of providing 
land for highway construction should be solved realistically. It is necessary to 
adopt legal measures to correct malpractices in highway construction. We should 
restore the outstanding traditions of paying attention to quality and adhering to 
established rules and regulations. In this connection, we should pay more atten- 
tion to ideological education. 


VII. Highway Construction Mechanization 


Some of the sequences in highway construction can be done only by machines in order 
to assure its high quality. This should by no means be done by manual labor. In 
the past, according to the policy of relying mainly on “local, mass, and non-tech- 
nical" efforts in construction, the employment of unskilled labor was emphasized, 
holding that such type of construction could keep the cost of construction low, 
thus negating the value of professional workers and machinery. This biased view 
has brought about some ill effects, such as neglecting the importance of quality, 
scattering the professional workers, and abandoning coastruction machines. This 
ill practice is still not corrected. 
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China is characterised by ite availability of inexpensive labor. There is nothing 
wrong with that, Sut it is going a little too far if large numbers of agricultural 
laborers are used without compensation, There is nothing in common between such 
practice and the sectalist policy of “to each according to his work" in distribu- 
tion, Such practice has not only resulted in the low quality of construction, but 
aleo impeded the advancement of mechanised operation, If this ideological probles 
2. not solved, it would be impossible to realize the modernisation of highwaye in 
na, 


China has relied on mechanised construction to some extent in building highways 
for foreign countries in ite foreign aid program. But domestically the standard 
of mechanization in highway construction is about 50 years behind that of the 
developed countries. The degree of mechanization in highway construction can be 
used as 4 yardetick in judging the sodernization of highways, We should aim at 
the following: (1) All the sequences of highway construction @uet be done by 
machines if the quality of work cannot be assured otherwise, or if the manual 
labor is #0 strenuous that it ie hareful to the health of the workers, and (2) by 
1985, the construction of a1] highways of the firet and second classes must be 
carried out according to the etandards outlined in (1) and by 2000 the constructicn 
of all highwaye in China be mechanized. 


Where do the machines come from? At present, 411 machines in general are under 

the control of the FPiret Minietry of Machine-Building. The channel of distribution 
of euch machines leading to the highway unite is not always open. Although the 
Ministry of Communications hae under ite control some of the machines, there are 
many problems in assigning them for productive ecastruction. Some machines designed 
and built by ecientific research unite are still in prototype, not being committed 
to production in quantity. The channel of research-production-distribution-utiliza- 
tion is yet to be cleared. This necessitates the leaderships of the various depart- 
mente and provinces to join efforts to solve the problem. There is no time to waste. 


It ie necessary for China to import some highway construction machines and to buy 
some machines for copying in China to meet ite urgent needs. But very few people 
seem to care for it. If the import of construction machines is viewed side by 
side with the iaport of asphalt, we can see there is a problem in policy-making. 
China ie an abundant producer of crude ofl but not of asphalt. The need for 
asphalt should be satiefied through negotiations among the various departments 
concerned, not through import from foreign countries. It is now reported that 
China has decided to buy gore than US million's worth of asphalt from Japan 
(a product of the Middle East crude ofl), but no urgently needed machines. Is 
that a good policy? It is hoped that 411 leading authorities will give some serious 
thought on this problem. 


VIIT. Rules and Regulations are Needed in Highway Administration 


During the catastrophic 10 yeare of Lin Biao and the “gang of four,” the rules and 
regulations governing the control of highways were seriously undermined. Many 
outrageous things occurred. For instance, in south China suffering from a shortage 
of arable land, crops were raised on highway shoulders and on slopes on either side 
of highways, side ditches were destroyed, the expansion of farmland infinged on 
highways, highwaye were used as yards for sunning grain, irrigation ditches were 
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dug across highways, trees along highways were felled, and highway signe were 
destroyed or stolen, Evidence of such malpractice is everywhere. Purthermore, 
highway gaintenance workers were poorly organised, and were not paid at a decent 
wage, and highway maintenance was carried out poorly, eo that the conditions of 
highwaye have deteriorated. If nothing ie done to correct these developments, 
the end resulte can be imagined. 





A set of Highway Lawes is being formulated. This ie a8 necessary as it is urgent. 
I suggest that the Highway Lawe include provisions governing the malpractice of 
using rural labor for highway construction without due compensation and issuance 
of decent pay for workers. This will promote the establishment of highway con- 
atruction and maintenance teams. The problem of providing sufficient land for 
highways should be solved, otherwise it would be impossible to provide different 
lanes for motor vehicles and non-motorized vehicles to enable motor vehicles to 
travel at 4 greater speed. Thies is an unavoidable problem in the sodernisation 
of Chinese-atyle highways. 


1X. Seientific Research 


Since the CCP Central Committee isaued the call for the four sodernizations, China 
has increased ite scientific and technological contacts with foreign countries. 
This has been true in the field of highways, too. It is our policy to practice 
self-reliance, while studying and importing advanced technology from — * 
countries. We have included in our agenda such items as conducting technological 
exchange with foreign countries. In this connection, we should be well prepared 
in cooperating with foreign countries in conducting joint ecientific research 
projects, and in exchanging delegations, personnel and students. 


During the 10 years of catastrophe, large numbere of highway research organizations 
were so seriously undermined that their laboratories were occupied, equipment 
destroyed, personne! transferred away, valuable data lost and, particularly, control 
systems wiped owt. one of these has yet been restored, and each one is doing what 
he thinks best without coordination with others. The relationships between the 
personne! assigned to organizations at lower levels are not clarified. This state 
of affaire which has lasted for many years has dampened the work enthusiasm of the 
personnel. It cannot be corrected properly without « strong leadership and good 
faith. Only by upholding the mase line, carrying forward the socialist style, 
paying attention to ecience and technology, strengthening leadership and eaking 

up one's mind to do a good job can there be real hope for achieving some improvement. 
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ROLE OF HIGHWAY TRANSPORTATION IN NATIONAL ECONOMY DISCUSSED 
Beijing GONGLY (HIGHWAYS) in Chinese Wo 11, 25 Now 81 pp 1-2 


[Article by the Planning Office of the Highway Planning and Designing Inetitute 
of the Ministry of Communications: “Highway Tranaportation in the National Reonomy™ |) 


{Text} An economic analysis of the value of highways shows that it ccooupies an 
important position in the national economy as well ae in the entire industry of 
transportation and communications. The development of highways hae an important 
bearing on that of the national economy. 


Il. Highway Pixed Aseete Constitute an Important Wealth of the State. 
During the period 1949 to 1978, the state approved the investment totaling 9.5 


billion yuan by the communications sector in the construction of highways. After 
the highways have been constructed and put in operation, the entire investment 


has not been entered into the financial as fined assets. Actually, this 
investment in the state budget constituted fixed assets. The value of these 
fixed assets in the national network far exceeds 9.5 billion yuan. It is 


roughly estimated to be about 44.8 billion yuan. This is because firstly, as auch 
as 70 percent of the funds allocated for highway maintenance, or about 14.1 billion 
yuan, was spent on reconstruction and on major and intermediate repair of highways 
(with the characteristics of extended reproduction). Secondly, the civilian workers 
recruited to build highways were patd in the fore of subsidies, amounting only to 
one-third of the regular pay of capital conetruction workers, marking a roughly 
estimated saving of about 5.4 billion yuan in the case of newly built highways, 

and about 6.4 billion yuan in the case of eajor and 

rebuilt highways. Thirdly, there were highways bul 
agricultural surtexes and with funds raised by local 
built by peasant volunteers, totaling about 4 














According to these rough estimates, the value o 
China amount to 44.8 billion yuan, amounting to 
the fixed assets of the state-operated 

prises in China, about 9 percent of the value of 
operated enterprises in China, and about 8 percent of 
ownership by the whole people in China. 























If the value of the fixed assets of all the highway transportation, highway indue- 
trial and highway engineering unite of the communications departments is aleo taken 
inte account, the value of the fixed assets of all highways in China totale about 
51.3 billion yuan, amounting to about 44 percent of the value of the fixed assets 
of all the state-operated communications and transportation enterprises in China, 
and about 10 percent of the value of the fixed assets of all the state-operated 
enterprises in China, 


The value of the fined assets in the form of social vehicles and other means of 
transportation which are not under the control of the communications departments 

is roughly estimated to total 25.9 billion yuan which te included in the statistics 
of the value of fined assets belonging to the various departments concerned and 
the state-operated enterprises in China. 


Il. The Volume of Highway Transportation Accounts for a Large Percentage of the 
Total Volume of All Types of Traneportation in China, 


The volume of highway transportation in Ghina actually is more than double that 
shown in statistics. Por inetance, in 1978 the figures published by the State 
Statistical Bureau on volume of goode traneport amounted to 27.4 billion ton-kilo~ 
meters, and that published by the Communications Minietry, including that carried 
out by social vehicles, amounted to 35.0 billion ton-kilometers. Sut the volume 

of goods traneport in China in 1978 was estimated to be 87.1 billion ton-kilometers. 
In thie article, all the economic figures are calculated on the basis of the volume 
of transportation so estimated. 


If paseenger transportation is also taken into account accord to 4 ratio of 
conversion, the conversion volume of highway transportation in 1978 amounted to 
92.3 billion tom-kilometers; and that of highway freight, to 3.4 billion tons. 





Highway transportation has accounted for a greater and greater percentage of al) 
types of transportation in China in the past few years. By 1978, the volume of 
highway transportation accounted for 9 percent of the total volume of railway- 
water-highway traneportation; and that of highway freight, 68 percent. 


Ill. The Value Created From Highway Transportation Accounts for a Substantial 
Percentage of the Value of Social Pinal Products. The Cost of Highway Transporte- 
tion Directly Affects the Level of National Income as 4 Whole. 


Transportation is an indispensable link in the production, distribution, exchange 

and consumption of industrial and agricultural products. The value of transporte- 
tion is totally embodied in the value of the industrial and agricultural products 

concerned. Similarly, the products of construction (such as buildings, structures 
and installations) aleo embody the value of transportation. As 4 matter of fact, 

the total national production value also embodies the value of transporte tion. 


It is roughly estimated that the total value of highway transportation in China in 
1978 amounted to 24.4 billion yuan, accounting for 51 percent of the totel valve 
of all types of transportation, and 3.7 percent of the total national production 
value. By and large, each yuan's worth of social final products embodies 0.037 
yuean's worth of highway transportation value. 


Sh 

















With the teprovement of the quality end etandard of highways, if there ie 4 reduc- 
tion of 20 percent in the consumption of materiale in transportation (a reduction 
im materialised labor) and an increase of 20 percent in labor productivity in 
transportation (a reduction in live labor), it would mean an increase of 3.5 billion 
yuen, or «4 little over | percent, in the national income in 1978. A reduction in 
the cost of highway transportation can bring about 4 reduction in the cost of pro- 
duction of consumer goods. 


IV. Highway Transportation Brings in Substantial Punde for State Finance. 


transportation ie one of the production departments in the national economy. 
Tt ie @ link in the process of production. In the same way as other production 
departments, it accumulates wealth for the state and constitutes one of the sources 
of financial income of the estate. In 1978, for inetance, the highway unite and 
transportation enterprises handed over to the state almost 1.5 billion yuan as 
profite and taxes, accounting for a little less than 2 percent of the total amount 
of the profite and taxes obtained by the estate from agriculture and industry com 
bined. Since the founding of new GQhina, the highway unite and transportation enter- 
prises have handed over to the state about 16.6 billion yuan as profite and taxes. 


Other departments and enterprises also have vehicles engaged in highway traneporta- 
tion. This portion of highway transportation is not done by highway transportation 
unite, yet it aleo constitutes « link in the production of social final products. 
Por thie reason, the value of such products embodies the values of the materials 
and labor consumed in highway transportation. By the same token, the profite and 
taxes handed over by the various departments and enterprises to the state also 
embody « portion obtained from highway transportation. in this sense, the total 
profite and taxes obtained by the state from highway transportation in China in 
1978 actually amounted to about 5 billion yuan, accounting fora little less than 

6 percent of the total amount of the profits and taxes obtained by the state from 
agriculture and industry combined. Since the founding of new China, the highway 
transportation sector has handed over to the state as much as 44.3 billion yuan as 
profite and taxes. 


It can therefore be seen that highway not only playe 4 role in national defense 
and in social communications but aleo, as seen from the above analyses, directly 
and indirectly provides a portion of the profite and a definite amount of wealth 
from ite role as an independent means of transportation. It gust occupy 4 suitable 
position in the national economy and be developed in proportion to other branches 
of the national economy. For thie reason, state planning authorities should pay 
sufficient attention to the development of highway transportation. 
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